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U.S. PATENT AND TRADEMARK OFFICE 


WEDNESDAY, FEBRUARY 27, 2008 

House of Representatives, 

Subcommittee on Courts, the Internet, 

AND Intellectual Property, 
Committee on the Judiciary, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 1:34 p.m., in Room 
2141, Rayburn House Office Building, the Honorable Howard Ber- 
man (Chairman of the Subcommittee) presiding. 

Present: Representatives Conyers, Berman, Wexler, Watt, Jack- 
son Lee, Johnson, Coble, Sensenbrenner, Goodlatte, Chabot, and 
Issa. 

Staff present: Shanna Winters, Majority Chief Counsel; Eric 
Garduno, Majority Counsel; Christal Sheppard, Majority Counsel; 
Rosalind Jackson, Majority Professional Staff Member; Blaine Mer- 
ritt, Minority Counsel. 

Mr. Berman. This hearing of the Subcommittee on Courts, the 
Internet, and Intellectual Property will come to order. I would like 
to begin by welcoming everyone to this hearing. 

I have to remember now which hearing is it that I am chairing. 
Right, Oversight Hearing on the U.S. Patent and Trademark Of- 
fice. 

I will recognize myself for an opening statement. 

For over 200 years, inventors have relied on U.S. patents to pro- 
tect their inventions from unauthorized use and copy. Patents play 
a essential role in spurring innovation. With the exclusive rights 
granted by patents, investors are rewarded for the inventions they 
create and are encouraged to further innovate. While the degree of 
importance that intellectual property plays varies by industry, pat- 
ents are crucial to many of the industries that the U.S. economy 
depends on. 

That is why I take seriously threats to the patent system. One 
threat, the issuance of poor quality patents, has been a problem I 
have tried to address since at least 2002. Poor quality patents un- 
dermine the value of patents generally. They lead to a waste of re- 
sources, hinder development of new products as companies are 
forced to either take out licenses on junk patents or spend millions 
fighting them in court. 

Addressing this problem is the primary impetus of the patent re- 
form legislation passed by the House last year and currently under 
consideration in the Senate. But another problem is the patent ap- 
plication backlog and the resulting increase in patent pendency. 

( 1 ) 
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The number of patent applications awaiting initial review by an ex- 
aminer has increased every year for the last 10 years and totaled 
over 760,000 applications by the end of 2007. 

Today, it takes on average over 25 months for a first office action 
to be issued, and almost 32 months for an application to complete 
its course through the USPTO. Average pendency in some of the 
more important technology areas like biotechnology, chemicals and 
computer architecture and software are well above 32 months. By 
the USPTO’s own account, if steps are not taken to address patent 
pendency, total average pendency could increase to roughly 52 
months by 2012. 

The implications of long patent pendency periods are sobering. 
The value in a patent is being able to use it to exclude others from 
making, using or selling an invention. 

While patent rights must be perfected through the application 
and examination process, the term of an issued patent begins the 
day the patent application is submitted. Thus, long pendency peri- 
ods cut directly into the time an inventor has to make commercial 
use of his invention. 

If this period becomes too long, inventors may give up relying on 
the patent system altogether and use trade secrecy as a means to 
protect their inventions. This will reduce the technical information 
available to society, since some inventors will no longer provide 
public disclosure of their inventions through the patent system. 

Over the last few years, GAO has issued various reports ana- 
lyzing practices of the USPTO. The most important recent report 
makes several points related to patent examiner hiring and reten- 
tion, two of which I will highlight, and leave the rest to our GAO 
witness to discuss. 

Thanks in large part, the first part to pressure from this Sub- 
committee, there has been no diversion of USPTO fees since fiscal 
year 2005. And as a result, the USPTO has been able to plan and 
make examiner hiring decisions based on their projected fee collec- 
tions. 

Secondly, the GAO report found there is little hope of dimin- 
ishing the patent application backlog through hiring efforts. This 
may be due to a number of factors — examiner retention issues, 
flawed examiner production goals, the lack of capacity to train 
enough examiners, and because actions to address this problem are 
too late in coming. 

The Subcommittee is committed to make sure the USPTO has 
the resources it needs to address both patent quality and pendency. 
For instance, I introduced H.R. 2336 earlier this Congress, which 
would ensure that the USPTO permanently retains all fees it col- 
lects. I believe Mr. Caldwell is a co-sponsor of that legislation. 

Our support of the USPTO should not be misconstrued as giving 
the USPTO carte blanche to pursue any course it chooses and, con- 
versely, to ignore warning signs that impact efforts to reduce the 
patent backlog. For instance, while I understand that the USPTO 
has agreed to study whether the current production goals are in- 
deed unreasonable, I have to question why this was not done soon- 
er, given that this very problem had already been identified by the 
GAO in 2005. 
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Additionally, I am troubled about the recently promulgated con- 
tinuation and claims rules, and wonder why a compromise couldn’t 
be reached that patent users could live with and that would still 
address the pendency problem. I am very familiar with the dif- 
ference between rhetoric and substance. 

I can’t count the ways the patent reform legislation that passed 
the House last year has been unfairly criticized and misconstrued. 
Nevertheless, there may be some truth to the public criticisms re- 
garding the claims and continuation rules. As such, there would be 
some middle ground that the USPTO has not fully considered. 

And finally, as part of our oversight responsibilities, we must 
look into all assertions being made about the USPTO. I have re- 
cently been made aware that there may be problems with various 
management decisions made by the USPTO leadership. 

For instance, last year the USPTO eliminated an office dedicated 
solely to intellectual property enforcement. This seems counter-in- 
tuitive, given the Subcommittee’s actions to strengthen intellectual 
property enforcement efforts through the — Chairman Conyers’ Pro 
IP Act legislation. 

The USPTO has characterized this change as a realignment in- 
stead of a reprogram that would require prior congressional notifi- 
cation. Regardless of the semantics, it should be clear that the Sub- 
committee would like to understand the USPTO’s reasons behind 
any such decision prior to its implementations. 

I look forward to what promises to be a vigorous discussion with 
our witnesses on these and related issues, and I would now like to 
recognize our distinguished Ranking Member, Howard Coble, for 
his opening statement. 

Mr. Coble. Thank you, Mr. Chairman, and thank you, as well, 
for having scheduled this hearing. A healthy U.S. Patent and 
Trademark Office is essential for our patent system to thrive. Un- 
fortunately, there is no true measure or statistic to evaluate the of- 
fice or the system as a whole. 

On the one hand, we have some report that there may be trou- 
bles over the horizon. The time for average patent pendency and 
the backlog of patent applications are steadily increasing. 

And while we are losing experienced examiners, it appears there 
may be no solution in sight. Also, fairly recent internal reorganiza- 
tions and rule changes have led to some controversy, which may 
lead to some additional concern. 

On the other hand, the U.S. Patent & Trademark Office is show- 
ing successes in many other areas, including projections for more 
than $2 billion in fee revenue in 2009, record numbers of patents 
being processed, and other indications that examiners are improv- 
ing their reviews of applications, including a substantially lower 
percentage of applications being approved. Some think that the 
U.S. Patent & Trademark Office are obviously going well. 

Address the increasing patent pendency and the growing backlog 
of applications is a perennial challenge for the office, but the length 
of time for pendency and the magnitude of the backlog have grown 
to what some have viewed as alarming proportions. 

Recent improvements in examiner performance are enormous ac- 
complishments. They should be recognized, but they alone will not 
overcome these historic challenges. I am hopeful that today’s panel 



4 


will help everyone better understand how the pendency and back- 
log issues can be managed. 

Also, Mr. Chairman, I am interested to hear about changes with- 
in the patent office and how they have or have not improved effi- 
ciencies. If changes were made that triggered a notice to Congress, 
that notice should have been sent. I hope we can clarify today 
when notice to Congress is required, that what constitutes notice 
or what actions trigger a notice so there is no confusion in the fu- 
ture. 

In order to work together, we must be kept abreast of these im- 
portant changes within the office, and we must furthermore main- 
tain an open dialogue, it seems to me. 

Finally, I greatly appreciate the effort of Mr. Berman, of you, in 
having scheduled this hearing. We have spent considerable time 
and resources in the first session of the 110th Congress developing 
comprehensive patent reform. No reform, however, will be success- 
ful unless our patent system is strong and robust, which largely de- 
pends on the ability and the performance of the U.S. Patent & 
Trademark Office. 

Unfortunately, there are no predictions that demands our patent 
system are going to recede. As a result, the office, as users of the 
Congress, are going to have to continually and honestly assess the 
performance of the office to protect and ensure the future of our in- 
novations. This honest assessment is essential for Members of this 
Subcommittee and for the future of the U.S. Patent & Trademark 
Office. 

I look forward, Mr. Chairman, as do you, to today’s panel and 
learning any new sights on how we may improve or assist the U.S. 
Patent & Trademark Office in meeting its growing challenges. 

And I yield back, Mr. Chairman. 

Mr. Berman. Well, thank you, Mr. Coble. 

And the Chairman of the Committee on Judiciary, Mr. Conyers, 
is recognized. 

Mr. Conyers. Thank you. Chairman. I am happy to associate 
myself with the remarks of both you and Howard Coble, and I 
would ask unanimous consent to put my statement in the record. 

The only point that I would like to make is to Mr. Dudas, our 
distinguished Undersecretary. I was out at the Patent Office earlier 
this year and there is a question about hiring — as many people as 
we hire, we have got a lot of people going out the back door. 

I was impressed with the quality of the young men and women 
that are trained out there. They were energetic and committed. 
Now, these were people going into the system. The question is, 
what happened somewhere along the way, or what goes on to 
change that enthusiasm? And I am sure we will get into that. 

And so, I am happy to join the distinguished Chairman of the 
Committee, Mr. Berman, and I look forward to the testimony of the 
witnesses. 

The prepared statement of Mr. Conyers follows:] 

Prepared Statement of the Honorable John Conyers, Jr., a Representative 

IN Congress from the State of Michigan, Chairman, Committee on the Judi- 
ciary, AND Member, Subcommittee on Courts, the Internet, and Intellec- 
tual Property 

Thank you. Chairman Berman, for holding this oversight hearing on the USPTO. 
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The GAO report, and general commentary throughout the patenting community 
is essentially unanimous that the increasing length of patent pendency is a serious 
and growing problem that harms our nation’s competitive advantage both at home 
and abroad. 

However, there’s much less than unanimity when it comes to figuring out the root 
causes of the increase in the time it takes to obtain a patent and the mechanisms 
that are necessary to reverse that trend. 

Many place the blame squarely on the shoulders of either the USPTO administra- 
tion or the USPTO employees represented before us today by Department of Com- 
merce Undersecretary Jon Dudas and Robert Budens, President of the patent exam- 
iners union, POPA. 

However, it is clear to me that the patenting community and advances in the com- 
plexity of technology must also shoulder some of the blame/burden. 

The USPTO has directly taken, head-on, the issue of patent pendency, patent 
quality and employee retention through several bold initiatives that we will hear 
more about today. Some of these efforts have not been met with applause — but rath- 
er with lawsuits. Others have been instituted and carried out without much fanfare. 
I speak of the new continuation rules, aggressive new examiner hiring efforts and 
the USPTO examiner training academy. 

Whether or not these initiatives are the optimal way to achieve our collective 
goals will be examined today; however, we all agree that a patent system that does 
not take into account the realities of the world around us can not survive, thus 
sometimes minor or major tweaks are necessary — doing nothing is not an option. We 
may disagree with the changes but we all see the need for correction. 

In the case of this committee, we proposed and passed the Patent Reform Act of 
2007, which is essential to the continued vitality of American intellectual property 
in the increasingly competitive global marketplace. 

In the case of the USPTO, Undersecretary Dudas saw a problem with pendency 
and laid out a solution that the Administration felt would address the issues. 

I went to the USPTO this past January to not only to meet and speak with Un- 
dersecretary Dudas about his initiatives but also to meet and speak directly with 
a graduating class of new USPTO examiners. I saw, directly, the sincere and pro- 
found investment in training for the new hires. 

However, investment in increased training and additional hiring can not cure the 
problem of pendency and quality unless we also address the problem of attrition. 

The September 2007 GAO report stated that despite aggressive hiring efforts for 
new examiners by the USPTO that the new hires will not be sufficient to reduce 
the patent application backlog mainly due to the inability to retain those examiners. 
For nearly every two patent examiners that the USPTO hires and trains, at least 
one has left the agency. Between 2002 and 2006, the USPTO hired 3,672 examiners 
and 1,643 left the agency during that same time period. High attrition levels clearly 
offset the increased examiner hiring. 

POPA stated that the reason is the unrealistic production goal schedule — insuffi- 
cient time to meet production goals — which results not only in examiner attrition 
but poor quality patents. 

The USPTO states that attrition is for reasons personal to the examiner, such as 
the job is not a good fit or having to move to a new city because of a spouse. 

As for the GAO results, they polled people who were still at the agency for rea- 
sons why they would consider leaving. Although 67% indicated that it was the pro- 
duction goal schedule as POPA also stated, GAO is polling the wrong people. They 
asked people who chose to stay. Not those who left. 

We have to ensure that the patent laws stay relevant with the chan^ng times 
and that the USPTO has the resources and regulations in place that assist in that 
process. I look forward to hearing the panels commentary today on how to maintain 
the US as one of the, if not the, best Patent Office in the World. 

Mr. Berman. I thank the Chairman. 

Okay. Without objection, I recognize the gentleman from Florida, 
Mr. Wexler, for opening comments. 

Mr. Wexler. Thank you, Mr. Chairman. 

I just want to read a list of senior title positions. Commissioner 
for Patents. Commissioner for Trademarks. Deputy Commissioner 
for Patents. Deputy Commissioner for Patent Operations. Adminis- 
trator for External Affairs. Chief of Staff for the Undersecretary of 
Commerce. Chief Financial Officer. Deputy Financial Officer. Direc- 
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tor of Patent Quality. Chief Information Officer. Deputy Informa- 
tion Officer. Director of Enforcement. 

All of these positions were filled, as I understand it, by career 
professionals. Collectively, they represent literally hundreds of 
years of experience. Federal experience in scientific, legal and tech- 
nical fields. And if I have the right information, they have all been 
removed by Mr. Dudas or his predecessor, most by the current oc- 
cupant. 

The numbers are disturbing, and I hope that the hearing will tell 
us why this is happening. 

And thank you, Mr. Chairman, for holding the hearing. 

Mr. Berman. Thank the gentleman. 

And we will now go to the witnesses. 

John Dudas is Undersecretary of Commerce for Intellectual Prop- 
erty and Director of the United States Patent & Trademark Office, 
a post he has held since 2004. Prior to that, Mr. Dudas served as 
acting undersecretary and director and deputy undersecretary and 
deputy director. 

Before joining the Bush administration, Mr. Dudas served for 6 
years as counsel here to the U.S. House Judiciary Committee’s 
Subcommittee on Courts and Intellectual Property, and staff direc- 
tor and deputy general counsel to the House Judiciary Committee. 
Mr. Dudas holds a law degree from the University of Chicago. 

Robin Nazzaro is a director with the Natural Resources and En- 
vironment team of the United States Government Accountability 
Office. She is currently responsible for GAO’s work on Federal land 
management issues — so it is obvious why you are here. No. 

Recently, she oversaw GAO’s work on federally funded R&D, 
which includes responsibility for the USPTO and other Government 
programs. Ms. Nazzaro received a bachelor’s degree from the Uni- 
versity of Wisconsin and a certificate in senior management and 
government from the John F. Kennedy School of Government at 
Harvard University. 

Robert Budens is president of the Patent Office Professional As- 
sociation, and has served on this executive committee since 1998. 
He also currently serves on the Patent Public Advisory Committee. 

Mr. Budens has been with the USPTO since 1990 and has been 
a primary patent examiner since 1994. He holds advanced degrees 
in microbiology and immunology from Brigham Young University 
and the University of Texas Southwestern Medical Center, respec- 
tively. 

Alan Kasper is first vice president of the American Intellectual 
Property Law Association. He is also the director of Sughrue Mions 
International Department, and a member of the firm’s manage- 
ment committee. Mr. Kasper’s practice includes domestic and inter- 
national patent law. 

Prior to joining Sughrue Mions, Mr. Kasper was an attorney for 
the Communications Satellite Corporation, and was a patent exam- 
iner in the U.S. Patent & Trademark Office. He received his law 
degree from the Georgetown University Law Center. 

Gentlemen and lady, your written statements will be made part 
of the record in their entirety. I would ask you to summarize your 
testimony in 5 minutes or less. To help you stay within that time, 
there is a timing light at your table. When 1 minute remains, the 
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light will switch from green to yellow, and then red when the 5 
minutes are up. 

Mr. Dudas, would you lead the panel with your testimony? 

TESTIMONY OF THE HONORABLE JON DUDAS, UNDERSECRE- 
TARY OF COMMERCE FOR INTELLECTUAL PROPERTY, AND 

DIRECTOR OF THE U.S. PATENT AND TRADEMARK OFFICE, 

U.S. DEPARTMENT OF COMMERCE, WASHINGTON, DC 

Mr. Dudas. Thanks very much, Chairman Berman. Thank you. 
Ranking Member Coble, Congressman Wexler, and Congressman 
Issa. It has been over 2 years since I have had the opportunity to 
update this Subcommittee officially at an oversight hearing, and I 
appreciate this opportunity to do so today. 

Mr. Chairman, I am pleased to report that both fiscal year 2006 
and fiscal year 2007 were record-breaking years for the USPTO, 
due in part to the women and men at the United States Patent & 
Trademark Office. For 2 years in a row we have met or exceeded 
our highest production goals ever with a 21 percent increase in pro- 
duction in the last 2 years. 

We have the highest hiring in the history of the office, both in 
terms of percentage and in terms of raw numbers. Over 1,200 ex- 
aminers hired in Patents each of the last 2 years. 

We have the highest number of examiners working from home. 
In the last 2 years, we went from zero working almost full-time 
from home to over 1,000, and we are adding 500 a year. 

We now have the highest usage of electronic filing. We used to 
measure in terms of 2 and 3 percent. We are up to 70 percent in 
electronic filing, and the highest percentage of electronic processing 
in the history of the office. 

For each of these accomplishments in 2006, we met or exceeded 
those records in 2007. And for those achievements, it is clear we 
must thank the 8,500 hard-working women and men of the United 
States Patent & Trademark Office. They are high achievers. We 
are a performance-based organization. They are performance-fo- 
cused, and they are always up for the challenge. 

On behalf of our employees, I also want to thank this Sub- 
committee, and the Chairman and Ranking Member in particular, 
all of your colleagues. We are pleased especially that the Adminis- 
tration and Congress have worked together to ensure that the 
USPTO has had access on a yearly basis to all anticipated fee col- 
lections. The President’s budget request continues full funding for 
the fifth consecutive year this year. 

Full access to fees gives us the resources we need to continue to 
improve upon our record-breaking successes, but there certainly 
are challenges ahead. 

Mr. Chairman, my written statements describes the wide range 
of initiatives that we have underway and updates our activity since 
our last oversight hearing. Quality is the driving force in every- 
thing we do, from our daily activities to our long-term strategic 
planning. 

All of us in the room and all stakeholders want a quality exam- 
ination process that results in quality patents and quality trade- 
marks. That quality starts with the highest quality people, and I 
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am proud that our 8,500 employees do this on a daily basis with 
true dedication to their jobs. 

We recognize that, to recruit and retain the highest quality peo- 
ple, we must provide an employment package with benefits and a 
working environment that beats — not just meets, but beats what 
our competitors are offering, and we do have competitors within 
Government and the private sector who are constantly looking to 
hire the people with the same skill sets that we are looking for, 
and also hiring people that have the experience after having been 
a patent examiner. 

Quite frankly, I believe the offerings that we have are more than 
competitive, and we seek to improve them. Others find our environ- 
ment to be good, as well. 

We have been honored for 2 years in a row, that Business Week 
Magazine chose the United States Patent & Trademark Office as 
one of the best places in the United States to launch a career. We 
have been chosen by Business Week magazine as one of the best 
places to round out your career, and one of the best places to have 
an internship. Washington Families magazine called the USPTO 
one of the best places to work in the Washington area if you have 
a family. 

Our flex time, our tele-work and Hotelling programs continue to 
be a model for Federal agencies. Eight-five percent of eligible trade- 
mark examining attorneys work from home. 

As I mentioned, we now have over 1,000 patent examiners work- 
ing from home, and we are adding 500 per year. Our vision is to 
create a workplace where an examiner has every opportunity and 
every flexibility to succeed as they want to succeed, and they can 
do that, we hope, from anywhere in the country. They can choose 
where they go, is our vision. 

But we have some legislative hurdles. We want examiners to be 
able to work from home in Detroit, Austin, Florida, Los Angeles, 
Greensboro, Roanoke, for that matter, Mr. Goodlatte. Good to see 
you. 

Mr. Chairman, we recognize the importance of making every rea- 
sonable effort to retain our examiners. It takes a number of years 
to effectively train and guide our examiners to full signature au- 
thority. 

We don’t want to lose them to our competitors when they have 
developed marketable expertise. We want them to come to the 
USPTO and want to stay there. And I will go in much more detail 
about the specific statistics and what we are doing. 

But I can tell you, the Bureau of Labor Statistics does numbers. 
Attrition rate throughout the Federal Government is 11.2 percent. 
The attrition rate across the board at the USPTO is 8.5 percent, 
32 percent lower than throughout the rest of Federal Government. 

Our average attrition rate for patent examiners with 0 to 3 years 
of experience is quite high, and that is where we really need to 
focus. But our examiners with experience beyond 3 years, between 
3 to 30 years, that drops to below 40 percent. Our focus on exam- 
iner retention and recruitment in those first few years has borne 
fruit in the first years that we have done that. 

So BLS, Bureau of Labor Statistics, reports up to 45 percent at- 
trition for engineers and computer scientists throughout the pri- 
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vate sector. Over the last 10 years, first-year attrition at the 
USPTO has been about 20 percent. With targeted retention and re- 
cruitment efforts with the new training academy and other things 
we have put in place, we have lowered that 25 percent to 15 per- 
cent for first years, and in targeted areas we have lowered it to 10 
percent. 

So by targeting retention efforts, we think we have really found 
something. We don’t have enough numbers yet to give years and 
years of data, but we have had much success on that. 

So I look forward to talking about all the issues that you have 
raised. I believe we have come a long way and enjoyed many suc- 
cesses since our last oversight hearing. There is lots of room for im- 
provement. There are challenges that lie ahead, and we fully in- 
tend to do all we can, with your continued support, to build on 
these successes. 

Thank you. 

[The prepared statement of Mr. Dudas follows:] 
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introduction 


Chairman Berman, Ranking Member Coble, and Members of the Subcommittee: 

Thank you for this opportunity to appear before you to discuss the United States Patent 
and Trademark Office's (USPTO) operations, programs and initiatives. 

T first want to take this opportunity to thank you Mr. Chairman and your colleagues on 
both sides of the aisle for your continued support for the USPTO and its 8,500 
employees. We are especially pleased that the Administration and the Congress have 
worked to ensure that the USPTO has access to all anticipated fee collections. The 
President's budget for FY 2009 continues this full-access to fee collections for the fifth 
consecutive year. We expect to receive $2,075 million in fee revenue in 2009, which is 
almost an 8 percent increase in resources over what we expect to collect in 2008. 

Full access to fees has provided, and will provide, the resources to continue our record 
hiring of patent examiners and to streamline our processes to achieve maximum 
operational efficiency. We plan to hire an additional 1,200 patent examiners each year 
and will continue to expand our award-winning telework programs and otherwise work to 
make the USPTO an "employer of choice." Further, we will continue to improve 
electronic processing and communications with applicants, encouraging them to do 
business with the USPTO via the Web. Also, we will expand our efforts to protect 
American intellectual property domestically and abroad by providing IP training for 
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foreign officials and through ongoing work with international IP offices to cooperate on a 
wide range of issues. 

Mr. Chairman, as we look to the future, we will make every effort to improve on our 
successful record in fiscal year 2007. Our patent examiners completed over 362,000 
patent applications in 2007, the largest number ever, while maintaining for the second 
year in a row an examination compliance rate^ of 96.5 percent, the highest in a quarter of 
a century. The allowance rate for patents is currently 44%. This is in contrast to 
allowance rates in excess of 70% just eight years ago. 

Also, over the past few years, the percentage of Board of Patent Appeals decisions in 
which the examiner is affinned or affirmed in part has increased from 5 1% to 69%. 
Finally, since the pre-appeal brief program was established in midyear 2005, the 
percentage of applications reviewed under the program in which the examiners action is 
deemed correct has increased from 45% to 56%. 

On the trademark side, we also processed a record number of applications in 2007. 
USPTO trademark examining attorneys completed work on nearly 324,000 classes. 
Nearly 96 percent of first actions and more than 97 percent of final actions met statutory 
and compliance rates for quality of decision making and writing, the highest levels ever 
achieved. The trademark organization has seen significant production and productivity 
gains in the past two years. 


All in all, fiscal year 2007 was another banner year for the USPTO. We met 90 percent 
of the performance goals established under the Government Performance and Results Act 
of 1993. 

Mr. Chairman, we fully intend to build on our successes. Our primary strategic goals 
over the next several years are to optimize patent and trademark quality and timeliness 
and improve intellectual property protection and enforcement domestically and abroad. 1 
would like to discuss our ongoing, planned and envisioned initiatives intended to achieve 
our goals. 


Patent Tiiitiatives - Human Capital 

The primary factor influencing patent quality is the expertise of our examining corps. 
Attracting, hiring, training, and retaining the high performing examiners who are critical 
to meeting our goals Is a multi-faceted effort that Includes competition for some of the 
most talented and recruited individuals in tomorrow’s work force. We have and will do 
everything we reasonably can to make sure we offer examiners and all our employees the 
kind of workplace, benefits and opportunities that will keep them on board for years to 
come. 


' The patent allowanec eomphanec rate is the pereentage of applieations allowed by examiners with no 
errors after being reviewed. 
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With respect to addressing our patent backlog challenges, we should note that the recent 
Government Accountability Office report, "Hiring Efforts Are Not Sufficient to Reduce 
the Patent Application Backlog," draws a conclusion consistent with what the USPTO 
has been saying for nearly 5 years - hiring alone simply is not the answer to the growth 
of filings and complexity in the patent system. Accordingly, our initiatives go beyond 
hiring to include a wide range of efforts to promote quality and efficient processing and 
make the USPTO an "employer of choice." 

1. Hiring Patent Examiners 

With full access to our fee collections, the USPTO hired 1,215 patent examiners in FY 
2007. We plan to hire 1,200 patent examining professionals each year through 2013. 

2. Recrniting 

The USPTO's recruitment efforts are strong and nationwide in scope. Planning efforts 
have culminated in targeted TV, print, radio and Internet banner advertising, and 
developing a brand image, “Examine the Possibilities.” Additionally, we have increased 
career and job fair participation and on an annual basis we participate in over 150 events 
throughout the country. We also offer recruitment incentives (up to $9,900 per year for 
four years for hard-to-fill computer and electrical engineering positions) for all 
examiners. 

We continue to explore partnerships with universities to offer intellectual property 
courses to science and engineering students, develop an internship program and train 
students in intellectual property to create a ready pool of potential examiner candidates. 

3. Making USPTO an "Employer of Choice" 

Continuing to attract and retain the finest public servants is a growing challenge. Our 
employees are at the heart and soul of our intellectual property system, and we need to do 
everything we possibly can to ensure they have an environment of trust, respect and 
opportunity. 

The USPTO has developed and implemented a variety of workplace-friendly, family- 
friendly initiatives that have earned the USPTO recognition by Business Week magazine 
as one of the best places in America to launch a career and to round out one's career. The 
USPTO has also been lauded by Washington Families magazine as one of the best places 
in the Washington area to work if you have a family. We are proud to offer a wide range 
of benefits from an on-site daycare center, to a modern fitness center, to reimbursement 
of law school tuition for examiners. We will expand and improve our workplace 
offerings and attributes to promote the USPTO's image as an "employer of choice." 

4. USPTO Telework — the "Gold Standard" 
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As we hire over 1,200 patent examiners a year, much of our human capital focus is on 
telework programs which help recruitaent and retention efforts, improve work/life 
balance, minimize commuting time, maximize examiner productivity and allow us to 
more efficiently manage our space requirements. 

Over 1,000 examiners havejoined our recently implemented Patent Hoteling Program 
(PHP). The PPTP was developed using the very successful Trademarks telework program 
model and is a voluntary program that provides patent examiners the ability to work from 
home with complete on-line access to USPTO resources. We plan to add 500 more 
examiners to the hoteling program each year for the next several years. The goal of the 
hoteling program is to change the boundaries of the old workplace patterns allowing for 
decreased commute time, a more efficient use of office space, and even a more balanced 
lifestyle for our employees. This all translates Into increased employee productivity and 
satisfaction, as well as higher employee retention. It should be noted that 83% of our 
hotelers reported an increase in morale and 87% strongly or somewhat agreed that they 
would be willing to work more years at the USPTO because of the hoteling program. 

On a more long-term basis, we hope to create a workplace where an examiner can be 
successful from anywhere. In this regard, we are currently engaged in consultations with 
Administration officials and members of Congress to address relevant issues concerning 
duty station requirements and travel regulations. Resolution of these issues would permit 
current hoteling employees to request to live in geographical locations far removed from 
our headquarters, thus enhancing our ability to retain high quality professionals. 

5. Pay and Retention 

All patent examiners received a 7% special pay rate increase in November 2006. With 
the lanuary 2008 across-the-board increase for other Federal employees, in February we 
submitted a request to the Office of Personnel Management for an increase of 2% to the 
special pay table for patent examiners. The special pay coupled with the recruitment 
incentives has assisted the USPTO in reaching our hiring goals. 

The USPTO expects to increase productivity in Patents by offering examiners more 
opportunities to determine when and how they do their work, and achieve higher 
bonuses. The USPTO is piloting a voluntary flat goal program for patent examiners that 
builds upon the successful system in Trademarks and moves production away from an 
hourly-based system. Highlights of the program include awards of up to $5,000 per 
quarter; flexibility in how work is done; and a predetermined amount of work based on 
grade and docket. Under the year-long pilot (April 2007 - April 2008), examiners may 
earn larger, quarterly bonuses for every application examined above a particular target 
goal. Early indications are that participants prefer the per-appli cation bonus as opposed 
to the present productivity award structure and enjoy the flexibility of choosing when and 
how to do their work. The USPTO will evaluate the results of the pilot and incorporate 
that information into future planning. 
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In 2006, USPTO management submitted proposals to the Patent Office Professional 
Association union representatives for a new collective bargaining agreement that would 
replace a previous agreement negotiated in 1986. Proposals include enhanced patent 
examining monetary awards as well as a stand-alone quality award. Negotiations on 
those proposals continue. 

6. Patent Examiner Attrition 

The USPTO agrees with the recent GAO report which concludes, in part, that patent 
examiner attrition is an important matter deserving further analysis and attention. Tt is 
clear that patent examiners are critical to our system of protecting intellectual property 
and driving American innovation. We have achieved notable successes in examiner 
retention efforts and face various challenges in that context that have not yet been fully 
explored and evaluated. 

In reviewing patent examiner attrition, and otherwise continuing to promote appropriate 
initiatives to maximize the efficiency and productivity of examination, we must recognize 
a number of relevant facts: 

1. The USPTO's attrition rate is lower (8.5%) than the average attrition rate for 
Federal workers (11.2%). 

2. The average attrition rate for USPTO patent examiners with 0-3 years experience 
is 15.5%. The average attrition rate for USPTO patent examiners with 3-30 years 
experience is 3.95%. 

3. The attrition rate of patent examiners with 0-3 years experience, though 
measurably higher than the rest of the patent corps, appears to be well below the 
attrition rate experienced by similarly situated entities hiring more than 1,000 
engineers in a year. 

4. Examiners with the highest production requirements have the lowest attrition 
rates, and the examiners with the lowest production requirements have the highest 
attrition rates. Tn fact, 70% of all work in FY 2007 was done by examiners with 3 
or more years of experience who exceeded their production goals by an average 
of 8% and had an average attrition rate of 3.95%. 

5. 60% percent of all patent examiners exceeded their production requirements by at 
least 10% in FY 2006. 

2007 proved to be a year where our targeted strategies focused on first-year attrition were 
dramatically successful. First year attrition is the highest attrition year for nearly all 
businesses and has historically averaged 20% at the USPTO. In 2007, we reduced that to 
1 5%, and in some areas targeted for retention bonuses, we cut it in half We have less 
than two years of data, but our combination of improved recruiting, training and retention 
efforts — focused in the high risk areas — has led to strong positive results. 


7. Training Patent Examiners 
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In fiscal year 2006, USPTO established a new university-style training program to 
graduate new-hire examiners with the ability to work with reduced oversight thereby 
reducing the art unit training burden faced by Supervisory Patent Examiners (SPEs). The 
training program consists of classes of approximately 130 students, which are broken 
down further into small “labs” of approximately 16 examiners who will work in a similar 
area of technology. The training program is conducted over a period of 8 months in a 
location outside of the Technology Centers. 

The program courses are taught through a combination of large lectures and small group 
sessions within the individual labs. The curriculum is kept current by a committee, with 
representation from every Technology Center, that writes and reviews the substance of 
the curriculum. 

Lectures are followed by practical application and testing. The results of ongoing testing, 
administered electronically, indicate to examiners how well they grasp a particular topic 
and provide the trainer with information as to whether segments of the topic need 
additional review. Examiners write Office actions that are reviewed and evaluated by the 
trainer who provides appropriate feedback. A proficiency test is administered at the end 
of the 8-month program. The intent of the program is to deliver, to the examining corps, 
new hires who are capable of writing complete Office actions for supervisory review. 

Mr. Chairman, we were honored to have Chairman Conyers address a graduating class of 
examiners last month. 1 would like to take this opportunity to extend an invitation to you 
and ranking member Coble to do so as well in the near future. 1 know our new examiners 
will appreciate hearing about intellectual property matters from the folks who actually 
write the IP laws. 


8. Examiner Certification and Recertification 

The USPTO has implemented a thorough certification process for any patent examiner 
seeking to be promoted from the GS-1 2 level to the GS-1 3 level. This process includes a 
review of the work product of the examiner and a certification exam modeled upon the 
patent bar exam that patent attorneys and agents must pass. 

Examiners are provided with legal education on fundamental concepts involving patent 
laws and procedures to assist them in the preparation of taking the certification exam. 
Patent law and evidence courses, coaching lectures and on-line Study Tool for 
Examination Preparation (STEP) are offered to the examiners as training preparation 
tools. 

The promotion to GS-1 3 represents a level of independence in which the supervisor is no 
longer responsible for day-to-day intensive review of the examiner’s work product. In 
order for the examiner to achieve this level of independence, we are ensuring that they 
have the skills required to perform their job requirements with a high level of quality. 
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We are pleased to note that the percentage of examiners passing the certification test has 
increased from 44.4% in fiscal year 2004 to 65.9% in fiscal year 2007. 

An in-depth review of the work of primary examiners is conducted after three years to 
ensure that primary examiners maintain the knowledge, skills and abilities necessary to 
perform high quality examinations. This review is conducted in part by the Technology 
Center and in part by the Office of Patent Quality Assurance (OPQA). Over the past 
three years, approximately 95% of primary examiners have passed recertification. 

9. Patent Reviews 

Our Office of Patent Quality Assurance (OPQA) has implemented targeted reviews of 
examination processes or functions that are perceived to potentially be problematic 
trends. These reviews provide a means to validate the accuracy and magnitude of the 
most significant examination process complaints, to establish a baseline of current 
performance in the targeted area as well as a basis to establish performance targets for 
improvement plans. 

The reviews are conducted on a sample designed to provide statistically valid data and 
yield an assessment of the current level of performance and the supporting review data 
with respect to the identified examination process or function. Based on input on 
potential areas for consideration obtained through customer satisfaction survey data and 
other input from applicants and practitioners, the areas of final rejection practice. Request 
for Continued Examination (RCE) practice, search quality and restriction practice were 
identified for review during FY 07. Fiscal year review findings are summarized at the 
Corps and TC levels and OPQA consults with the Technology Centers to develop and/or 
implement improvement plans, as appropriate. 

In October 2006, OPQA instituted an in-depth analysis of the search quality in 
applications selected from specific Art Units within each Technology Center in order to 
positively identify root-cause problems related to search quality and to identify and share 
best practices. Art Units subject to review were selected by the Technology Centers on 
the basis of perceived need, taking into account the findings of quality assurance 
programs in place within the Technology Centers and the OPQA. 


Based upon the review findings, training tailored to the specific needs and technical 
subject matter of the individual Art Units is developed and delivered to the unit in an 
interactive fonnat. Training is a collaborative effort between OPQA, Technology Center 
managers and search experts from the Scientific and Technical Information Center and 
covers topics including search strategy, claim interpretation, search tools and effective 
search techniques. 

10. Expanded Technical Training Program 

The USPTO has expanded the range of eligible non-duty training courses available for 
examiners to enhance their technical skills and abilities. A similar "After Work 
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Education" (AWE) program is currently being implemented for technical support 
personnel. 


While the USPTO has provided paid non-duty training in the past to patent examiners to 
enable them to take technical classes, often leading to an advanced degree, it was 
determined that the previous program was too restrictive. Tn response to an explicit need 
expressed by the examiners, amendments were made to broaden the program to provide 
examiners with one year of experience at the USPTO the ability to take classes in arts 
outside their immediate docket. The classes, however, must still be related to a 
recognized technology that is examined at the USPTO. 

This program will assist in developing and maintaining a highly skilled workforce by 
enhancing the employees' knowledge, skills and abilities through formal education. 
Currently, the patent examiner can receive up to $5,000 per year, and the agency has 
proposed to raise that opportunity to $10,000 per year. 


Patent Initiatives - Administrative and Regulatory 


The USPTO believes that improvements in patent quality are dependent, to a significant 
degree, on providing examiners access to more and better-focused information relevant to 
their decision making. Accordingly, the USPTO has promulgated and proposed, and will 
develop and propose, regulations and administrative changes governing submission and 
examination of patent applications that will enable our examiners to malte more efficient 
and informed patentability determinations. 

1. Accelerated Examination 

The USPTO has established procedures setting forth requirements for patent applicants 
who want, within 1 2 months, a final decision by the examiner on whether their 
application for a patent will be granted or denied. To be eligible for "accelerated 
examination," applicants who file under this procedure are required to provide specific 
information so that review of the application can be completed rapidly and accurately. 

Applicants have a duty to disclose to the USPTO material prior art of which they are 
aware. Under the USPTO's accelerated examination procedure, applicants are required to 
conduct a search of the prior art, to submit all prior art that Is closest to their Invention, 
and explain what the prior art teaches and how their invention is different. 

In addition to providing and explaining any prior art references, applicants must 
explicitly state how their invention is useful and must show how the written description 
supports the claimed invention. The procedure also limits the number of claims allowed 
in each application and shortens the time periods for responding to most USPTO 
communications. 
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The accelerated examination procedure is designed to give applicants quality patents in 
less time. In exchange for a more rapid examination, patent examiners receive more 
focused and detailed information about the invention and the closest prior art from the 
applicants. This increased disclosure upfront by applicants helps examiners more 
efficiently make the correct decision about whether a claimed invention deserves a patent 
within the 12-month timeframe. 

The accelerated examination program has been in effect since August 2006, and the first 
patent issued under the accelerated examination program (in just 6 months) on March 13, 
2007, to Brother Corporation for a printer ink gauge. The patent application was filed on 
September 29, 2006. 

1,096 petitions for accelerated examination have been filed to date with 344 granted and 
27 1 pending. Of the 344 granted petitions, 1 14 have been allowed and 73 will have 
issued as patents by the end of this month. Our 1 2-month to completed prosecution (final 
rejection, allowance or abandonment) goal has been met for all applications. 

2. Peer Review Pilot 

On June 7, 2007, the USPTO released details of a pilot project that could help expedite 
and improve the examination process in computer technologies. The Peer Review Pilot 
gives technical experts in computer technology, for the first time, the opportunity to 
submit annotated technical references relevant to the claims of a published patent 
application before an examiner reviews it. 

When patent examiners have the best information in front of them, they are more likely to 
make the correct decision. Examiners, however, have a limited amount of time to find 
and properly consider the most relevant information. This is particularly true in the 
software-related technologies where code is not easily accessible and is often not dated or 
well documented. 

The pilot is a joint initiative with the Community Patent Review Project (CPRP), 
organized by the New York Law School 's Institute for Information and Policy. The pilot 
began on June 15, 2007, and runs for one year. 

Technical experts in the computer arts registering with the CPRP website review and 
submit information for up to 250 published patent applications. To ensure a broad cross 
section of computer technology is reviewed, no more than 15 applications are allowed 
from any one person or organization. 

Existing law allows USPTO to accept prior art from the public, but it doesn't allow the 
public to submit any commentary related to the art without the approval of the applicant. 
Thus, consent is obtained from all applicants who volunteer their applications for this 
pilot. 

To expedite review of applications used in the pilot, they are assigned to an examiner as 
soon as a submission is received from the CPRP. This will shorten the time it normally 
takes in the computer arts from filing an application to a final decision. Only one 
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submission from the CPRP of up to 10 annotated references are accepted for each 
application in the pilot. 

To date, 57 applications have been volunteered to participate in this pilot from over 15 
different corporations and independent inventors. Over 170 pieces of prior art have been 
submitted to the 45 applications that have published so far in the pilot. 

This pilot Is just one facet of USPTO's broader efforts to find new ways to get the best 
infonnation in front of examiners before they make a final decision on a patent 
application. 

3. Markush Claims 

On August 10, 2007, the USPTO proposed new rules in the Federal Register that will 
improve an examiner's ability to focus the examination process for individual claims 
listing multiple independent and distinct inventions in the alternative. Such "multi- 
invention alternative" claims are especially prevalent in the pharmaceutical, chemical, 
and biotechnology fields. The rules would permit the examiner to focus examination to a 
single invention. The rules would also encourage applicants to identify, with more 
specificity, the claimed invention to be examined, thus promoting examination quality. 

4. Information Disclosure Statements 

On July 10, 2006, the USPTO published proposed rule changes to information disclosure 
statement (IDS) requirements and other related matters to improve the quality and 
efficiency of the examination process. The proposed changes will enable the examiner to 
focus on the relevant portions of submitted information at the very beginning of the 
examination process, give higher quality first actions, and minimize wasted steps. 

Patent applicants and their attorneys or agents currently have an obligation to inform 
USPTO's patent examiners of all information known to be material to patentability of the 
invention claimed by the applicant. Applicants list infonnation for the examiner to 
consider in a communication called an Information Disclosure Statement (IDS). 

The USPTO has observed that applicants sometimes provide information in a way that 
hinders, rather than helps, timely and accurate examination. For example, some 
applicants send a very large number of documents to the examiner, without identifying 
why they have been submitted, thus tending to obscure the most relevant infonnation. 
Additionally, some applicants send very long documents without pointing out what part 
of the document makes it relevant to the claimed invention. Sometimes applicants delay 
sending key information to the examiner. These practices make it extremely difficult for 
the patent examiner to find and properly consider the most relevant information in the 
limited time available for examination of an application. 

The USPTO's proposed rule change is designed to encourage early submission of 
relevant information, and to discourage submission of information that is unimportant or 
does not add something new for the examiner to consider. With the proposed changes. 
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patent examiners would not have to review documents that do not directly relate to the 
claimed invention, or that duplicate other information already submitted. 

Under the proposal, applicants would still be able to send in as many documents as they 
choose. However, there would be more stringent requirements for those choosing to 
submit large numbers of documents or very long documents. 

5. Open Source as Prior Art 

The USPTO is consulting with the Open Source community regarding the potential 
development of a tagging process and interface to enable examiners access to open 
source software repositories as a source of prior art. 

This initiative would classify and develop a lexicon for open source repositories, or 
databases, so that examiners could readily search them for relevant prior art. Currently, 
these repositories represent a body of prior art that examiners cannot access due to the 
inability to apply conventional text searching techniques. In other words, in this art, 
different inventors use a wide variety of terms to mean the same thing, making text 
searching very difficult. 

6. Electronic Filing and Processing 

The USPTO continues to promote electronic filing and processing of patent applications 
as a means of reducing paper-based inefficiencies. The USPTO implemented the 
Electronic Filing System-Web (EFS-Web), a user-friendly, secure, Internet-based patent 
application and document submission program in March 2006. Prior to FY 2006, less 
than 2% of patent applications were filed electronically. After working with the public 
and introducing the much-improved EFS-Web system, 49.3% of patent applications were 
filed electronically in FY 2007. In FY08, approximately 70% of patent applications are 
being filed electronically. 

Improvements in EFS-Web have increased the quality of submissions received by the 
Office, and created significant cost savings for applicants as well as the Office. The trend 
toward improved processing and examination efficiency will continue as EFS-Web is 
being integrated with the evolving Patent File Wrapper (PFW) system to allow for a fully 
automated, text-driven patent application processing life-cycle. Our outreach efforts to 
our stakeholders are focused on further promoting electronic filing and interaction with 
patent applicants. 

Operating in today's wired world requires that the USPTO have full electronic processing 
that is safe, secure and continually available to employees, applicants and stakeholders. 
EFS-Web has been a successful step in achieving that goal. 

7. Central Reexamination Unit (CRU) 
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Reexamination cases, formerly distributed to the Technology Centers and assigned to 
examiners according to technology, are now assigned to a Central Reexamination Unit 
(CRU). The CRU consists of 52 highly skilled primary examiners who have a full 
understanding of reexamination practice and are generalists in their field of technology 
and relevant case law, and concentrate solely on reexamination. 

The CRU is comprised of three art units including mechanical, electrical and chemical 
technology. The units are supervised by Supervisory Patent Examiners (SPEs) and each 
action is conferenced by a panel of three including the lead examiner, one 
SPE/RQAS/TQAS and one other CRU examiner. The goal of the CRU is to close 
prosecution on all ex-parte reexaminations within two years of filing. 

8. Pre-Appeal Conferences 

In July 2005, the USPTO announced that patent applicants can request a pre-appeal brief 
conference and learn its results before incurring the costs of drafting and filing an appeal 
brief This change is expected to save patent applicants at least $30 million annually. 

Previously, when an applicant wished to appeal a patent examiner’s rejection of his/her 
patent application to the Board of Patent Appeals and Interferences (BPAI), the applicant 
was required to file a notice of appeal and an appeal brief before proceeding to the BPAI. 
Depending on the complexity of the invention, appeal briefs cost between $5,000 and 
$20,000 to prepare. 

Before the appeal goes to the BPAI docket, however, the agency holds a pre-appeal brief 
conference with the examiner handling the application and two other experienced 
examiners. The purpose of the conference is to detennine if the application is ready for 
appeal. Under the new procedures, an appeal brief isn’t filed until the outcome of the 
conference is known. If the case is not ready for appeal, applicants will no longer incur 
the costs associated with needlessly preparing and filing the appeal brief 

9. Pre-First Office Action Interview and First Action Interview 
Pre-First Office Action Interview 

This initiative involves conducting a pre-first Office action interview with the applicant 
or his/her designated legal representative to discuss potential prior art rejections and 
possibly resolve many or all issues with respect to patentability. MPEP 713.02 provides 
for interviews prior to the first official action which will form the basis of reminders and 
encouragement to examiners regarding this provision. The MPEP makes clear that these 
interviews are at the discretion of the examiner who has yet to search the invention and a 
showing by the applicant may be required to justify the interview. In addition, the Office 
is currently in the process of setting up teleconferencing facilities to pilot such interviews 
when face-to-face meetings are not feasible and/or convenient. 

Interviews occurring before the first Office action are believed to provide the opportunity 
for a more focused examination at the earliest stages of prosecution. Pendency of 
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applications that are part of this initiative will be tracked with the expectation that closure 
will be reached sooner due to the increased communication and discussion of issues 
taking place earlier in the process. We strongly encourage applicants to take advantage 
of this opportunity. 

First-Action Interview 

This initiative is a pilot program in which the applicant is entitled to a first action 
interview, upon request, prior to the first Office action on the merits. Under this pilot, the 
examiner will conduct a prior art search and provide applicant with a condensed pre- 
interview Office action. Within 30 days of its receipt, the applicant must schedule an 
interview and submit proposed amendments and/or arguments. At the interview, the 
rejections and proposed amendments will be discussed. If agreement is not reached, the 
applicant will receive a cursory first action interview Office action coupled with an 
interview summary that will act as the first Office action on the merits under 35 USC 
132. 

Interviews early in an application’s prosecution allow for a speedy resolution of any 
unresolved issues. This, coupled with reduced applicant periods for response under the 
pilot, should reduce total pendency for the applications examined under this initiative. 

Currently, the Official Gazette Notice and POPA agreement are undergoing final vetting. 
It is expected that the pilot will be implemented in March or April of 2008. 

10. Work Sharing 

The USPTO continues to work with the world's major intellectual property offices to 
study, review and implement work-sharing efforts that promote examination efficiencies 
in each participating office. The USPTO launched a trial cooperation program with the 
Japan Patent Office (JPO) in FY 2006 to leverage fast-track patent examination 
procedures already available in both offices to obtain corresponding patents faster and 
more efficiently. It also permits each office to benefit from work previously done by the 
other office. 

This program, the Patent Prosecution Highway (PPH), is a significant first step in 
cooperative efforts to support U S. and Japanese industries in their global patent 
prosecution activities and represents the first concrete implementation of a work-sharing 
arrangement between the USPTO and the JPO. 

The USPTO is expanding on this work-sharing program with other intellectual property 
offices, initially with the United Kingdom, Korea and Canada. The USPTO will continue 
its efforts in expanding this program and will develop a coordinated approach among the 
offices in order to streamline practices and procedures. 

11. Outreach 
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The USPTO with the help of its Patent Public Advisory Committee (PPAC) is reaching 
out to the intellectual property community to seek their input on improvements to the 
patent system in all areas including, but not limited to, examination, prosecution, 
enforcement and levels of patenting. Through the PPAC, we anticipate an open dialogue 
with patent stakeholders and the public as to what the Office needs to do to best protect 
and encourage innovation in America. We are open to all possibilities from minor 
improvements to a dramatic overhaul of patent protection, if justified. We are looking at 
a wide variety of alternative examination procedures including those that can be 
implemented under existing authorities as well as those requiring statutory changes. 

The USPTO is also partnering with a local university's graduate school of business to 
participate in an international competition among graduate business students to create a 
business plan to address the USPTO's patent backlog and pendency challenges. 

Patent Initiatives - Legislative 


The USPTO is pleased that proposed patent modernization legislation includes quality- 
related provisions that will help ensure that patent examination is focused on the most 
relevant information available. Having such information available to patent examiners at 
the early stages of the examination process will lead to quality and efficiency 
improvements. The legislative proposals are consistent with the wide range of USPTO 
administrative initiatives directed toward those goals. 

1. Applicant Quality Submissions (AQS) 

A critical element of ensuring that patent examinations are of the highest quality and 
completed as efficiently as possible is the content of the initial application. The patent 
applicant has the most knowledge, the most opportunity, and the most to gain by 
providing the USPTO with the best possible information about his or her invention. 

The Senate bill (S. 1 145), as reported, directs the USPTO to issue regulations requiring 
applicants to submit search reports and analysis and other information relevant to 
patentability. The regulations would govern the timing and content of these submissions. 
Further, the bill provides that “micro-entities” as defined in the pending legislation are 
exempt from the requirements of this section. 

The USPTO fully endorses the proposed AQS legislative language in the Senate bill, 
which is consistent with language originally recommended by the Office. 

Policymakers would also need to consider how the current doctrine of inequitable 
conduct may discourage applicants from fully and fairly sharing relevant information 
with the USPTO. The USPTO is working with Congress on language in the patent 
modernization legislation that would encourage applicants to share more information 
with the Office. 

2. Public Quality Submissious 
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Consistent with the USPTO's efforts to improve examiners' access to relevant 
infomiation, pending patent modernization legislation would establish a procedure to 
pennit submission by any person in writing of prior art within six months after 
publication of an application for patent. It would provide a limited opportunity for the 
public to have prior art documents considered by an examiner in the examination of an 
application. Any submission would necessarily include a "concise description of the 
asserted relevance of each submitted document." 

Current USPTO mies permit documents to be submitted within 2 months after 
publication but without any explanation of relevance. 

The USPTO supports this proposal with some technical adjustment and the addition of 
related rulemaking authority by the USPTO Director. 

3. Post-Grant Review 

Consistent with USPTO recommendations, pending patent modernization legislation 
includes provisions to establish new post-grant review procedures at the USPTO. The 
provisions are intended to improve upon existing administrative reexamination 
alternatives and provide a quicker, lower cost alternative to expensive litigation in 
reviewing patent validity questions. Such procedures would complement rather than 
displace ongoing quality-focused initiatives at USPTO. 

The USPTO has suggested to Congress that the legislation, as currently drafted, be 
revised to more closely align with the post-grant review proposal drafted by the USPTO. 

The USPTO proposal and both pending bills establish a post-grant review procedure 
under which any person may request the USPTO to cancel as unpatentable any claim of a 
patent within 12 months after issue or reissue. While the House and Senate bills vary as 
to a second window of opportunity for challenging a patent, the USPTO supports 
establishment of a second window that would open for a period of six months after a 
petitioner receives notice from a patent holder alleging infringement and shows 
substantial economic impact. 


Trademark Initiatives 


The Trademark organization met all of its production and pendency goals for F Y 2007. 
Trademark first action pendency was 2.9 months and final action pendency, excluding 
suspended and inter partes proceedings, was 13.4 months. 

1. Telework 

The Trademark organization's telework programs continue to be a model for the Federal 
government. 85% of eligible examining attorneys work from home and, in fact, 85% of 
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all eligible trademark employees participate in a work-at-home program. The attrition 
rate for trademark examining attorneys was 2.5% in FY 2007. 

2. Office of Trademark Quality Review and Training (OTQRT) 

In FY 2003, the Trademark Quality Office (TQO) was recast as the Office of Trademark 
Quality Review and Training (OTQRT) with expanded authorities and responsibilities. 
While the TQO was responsible for measuring the quality of work product and 
maintenance of relevant data, the OTQRT is now responsible for the analysis of the 
quality data, identification of quality concerns and development of training initiatives 
designed to address those concerns. The Office continues to work with management to 
improve quality rather than merely perform measurements. 

OTQRT review applications within strict time periods that ensure that corrective action 
can and does take place — the current process is not only an in-process review, but allows 
for an in-process correction where appropriate. 

Training initiatives that reflect the quality data and analysis are implemented in two main 
areas — in continuing legal and procedural education and through new employee 
(primarily new examining attorney) training. 

3. Outreach 

The Office continues to invite members of the outside Trademark bar to provide industry 
specific lectures on trademark topics. Further, the Office has partnered with the 
International Trademark Association to jointly develop and present annual training 
seminars on particular industries. Recent seminars have focused on the fashion and 
retail, food and beverage, and motor vehicle industries. 


The Office also arranges for speakers on a variety of current trademark issues and works 
with the International Trademark Association on a legal lecture series for examining 
attorneys. For example, recent topics have included anti-counterfeiting, ethics, and 
perspectives on examination from the point-of-view of private trademark counsel. Also, 
the Office meets with user groups on an ongoing basis to obtain feedback on 
examination quality. 


4. Examining Attorney Training Time 

Examining Attorneys are permitted to use up to 40 hours per year to attend training that 
directly enhances their ability to perform their duties as Examining Attorneys. 


Protection of Intellectual Property 

With increased demand for countries to implement effective systems for IP rights 
enforcement to achieve their World Trade Organization (WTO) and Trade Related 
Aspects of Intellectual Property Rights (TRIPs) obligations, and comply with existing 
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and new bilateral/multilateral trade agreement commitments, the USPTO continues to 
focus on providing technical training and capacity -building programs for IP rights 
protection and enforcement, judicial and prosecutorial education, public education and 
awareness efforts, and capacity-building to support the needs of developing countries. 
While the USPTO has long provided IP rights assistance and training, the USPTO has 
developed a flexible team approach to meet the challenges of IP rights protection and 
enforcement in today’s global environment. This effort is accomplished by fulfilling 
existing obligations to assist nations in implementing accessible and effective IP rights 
protection and enforcement systems; partnering to provide useful programs and training; 
and working to increase the accessibility, efficiency, and effectiveness of civil, 
administrative, and criminal enforcement mechanisms in global trade, foreign markets, 
and electronic commerce. 

1. Posting of IP Experts Overseas 

In partnership with the Department of Commerce’s U.S. and Foreign Commercial 
Service and the Department of State, the USPTO has posted IP experts in selected, high 
profile countries where U.S. IP challenges are greatest. The USPTO has posted experts in 
the countries of Brazil, India, Thailand, China (three experts), Egypt and Russia. The 
experts advocate U.S. IP policy and interests, conduct training on IP rights matters, assist 
U.S. businesses and otherwise support the Embassy or Consulate action plan on IP rights. 

2. Global Intellectual Property Academy (GIPA) 

The USPTO established GIPA, which consolidates and greatly expands USPTO’s 
curriculum of training and capacity building programs on IP rights protection and 
enforcement. Through GIPA, USPTO brings foreign government officials including 
judges, prosecutors, police. Customs officers, patent, trademark and copyright officials, 
and policy makers to the United States to learn, discuss and strategize about global IP 
rights protection and enforcement. GIPA programs cover the gamut of IP rights 
enforcement issues facing the global economy, and are offered by USPTO acting in close 
cooperation with other U.S. Federal government agencies. 

With the establishment of the Academy, the USPTO also implemented a Foreign 
Examiners-in-Residence (FEIR) training program - the first of its kind in international 
cooperation and training at the USPTO. Selected examiners from the patent offices in 
China, India, Brazil, Egypt, Mexico, and the Philippines participated in an 8-month pilot 
training program. The pilot is being evaluated to determine whether to continue the FEIR 
program. 

3. Training and Capacity Building 

In the near future (FY 2009 and beyond), the USPTO plans to strengthen our efforts to 
improve domestic and international IP protection. Project activities under this initiative 
will include the development and implementation of a series of enforcement programs 
including a world-wide program, regional programs, programs designed for single 
country participation and topic specific programs; increase the level of partnering and 
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resource matching with other government agencies, intergovernmental organizations, 
international organizations, and foreign international IP offices. An increase in bilateral 
activities between the USPTO and other foreign governments including consultations on 
the implementation and effectiveness of enforcement provisions is anticipated. 


4. Free Trade Agreements (FTAs) 

The negotiation of FTAs with trading partners is an essential mechanism for 
strengthening protection of U.S. interests abroad. The USPTO actively works with the 
USTR to develop standardized text for the TP section of FTAs, as well as advises the 
USTR during negotiation and implementation efforts. Additionally, technical assistance 
for FTA implementation would be provided. In FY 2007, the USPTO led the negotiations 
for the IP Chapter of the U.S. -Korea FTA, which is arguably the strongest IP chapter in 
any FTA and the most commercially significant FTA agreement in over 15 years. The 
USPTO also participated in negotiations on the IP chapter of the U.S. -Malaysia FTA, and 
negotiations and implementation of the U.S. -Central American FTA with the Dominican 
Republic. The USPTO will continue to support USTR in FTA negotiations, as 
scheduled. 

5. IP Public Awareness Program 

The USPTO holds conferences for small- and medium-sized businesses where 
participants learn about the importance of IP rights and how to protect and enforce these 
rights. In FY 2007, the USPTO formed a partnership with the U.S. Chamber of 
Commerce enabling the USPTO to share duties of agenda-building, funding, and 
outreach. Events were held in Raleigh, Detroit, Burlington (Vermont), San Antonio, 
Portland (Oregon), Seattle, Denver, and Los Angeles. The USPTO also organized two 
China specific events that took place in Philadelphia and Kansas City (Missouri). 

Large companies presented “lessons learned” and “best practices” to small-business 
attendees and small-businesses discussed the importance of their IP protection. More than 
1,300 small- and medium-sized businesses attended. As a new outreach and educational 
tool, the USPTO distributed more than 1,500 CDs on IP protection. The USPTO will 
continue to hold small-business outreach seminars. Also in FY 2007, the USPTO began a 
partnership with the Ad Council to reach young Americans through a national ad 
campaign cdXXeA Inspiring Invention, which seeks to make inventing and developing new 
ideas part of children’s lives. Radio and television commercials are now playing 
throughout the country with the message, “Anything’s possible. Keep thinking.” 

6. STOP! 

The USPTO is fully engaged in the Bush Administration’s Strategy Targeting Organized 
Piracy (STOP!) in the fight against piracy and counterfeiting around the world. In 
addition to training and outreach efforts, USPTO TP attorneys continue to staff the STOP! 
Hotline, which lets callers receive information on TP rights and enforcement from our 
attorneys with regional and subject matter expertise. 
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Conclusion 


Intellectual property rights are a critical aspect of how nations protect and promote 
innovation and global competitiveness. The United States represents the gold standard 
for intellectual property protection, and the USPTO is the most productive and most 
respected intellectual property office in the world. However, because Intellectual 
property protection is so fundamental to our Nation’s economic growth, being the best is 
not enough. We must approach perfection. Despite the challenges, we at the USPTO 
strive to get it perfect, and we look forward to working with the Subcommittee to ensure 
that we do. 

Thank you. 
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ATTACHMENT 


USPTO Update 

BEFORE THE 

Subcommittee on Courts, the Internet and Tnteijt.ctuai, Propertv' 
Committee on the Judiciary 
U.S. House of Representatives 

“USPTO Oversight Hearing” 

February 27, 2008 


The following is an update of USPTO activities since the last oversight hearing before 
this subcommittee in September 2005. 

PATENTS 

• Patent’s production has increased by 21.5% 

• Lowest eiTor rates in Patents in a quarter century 

■ Highest quality increases in every quality measure 

• Highest affiimance rate at the Board - 69% 

• Lowest allowance rate in USPTO history, dropping from 70% in 2000 to 44% in 
the first quarter of 2008 

• Hired more than 2,400 highly qualified patent examiners 

• Implemented an Accelerated Examination procedure whereby any patent 
examination will be completed within 12 months 

• Increased electronic filing in Patents from 2% to 70% cumently 

• implemented nearly full-time teleworking for patent examiners — went from zero 
to more than a thousand patent examiners working nearly full-time from home. 

0 83% of participants reported an increase in morale 

0 87% of participants reported they were more likely to work more years at 

the USPTO 

0 10% average increase in production of participants 

• Implemented a program providing laptops for all patent examiners 

0 86% of participants reported that job satisfaction improved 

0 70% of participants said productivity increased 

• Implemented a “flat goal program” to provide greater pay for higher production 

0 83%% of participants reported their job satisfaction improved 

0 5% average increase in production of participants 

• Reduced attrition levels in the critical first-year area in 2007 by 25% (5 points) 
and by 50% (10 points) in recruitment bonus targeted areas, compared to the 
historical average of 20% 

• increased pay of patent examiners through a special pay rate and implemented 
recruitment and retention bonus programs 
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TRADEMARKS 

• 41.3% increase in production 

• Lowest historical error rates in Trademarks 

• Increased teleworking for eligible trademark examiners by 23% to 85% 

• Implemented work at home for 85% of all Trademark employees 

• Implemented AWE educational opportunity program 


INTERNATIONAL 

• Conducted over 120 training programs for intellectual property officials 

■ Held first ever (May 2007) meeting of the heads of the five largest IP Offices to 

discuss cooperative efforts to improve patent quality and efficiency 

• Completed the Global Intellectual Property Academy facility to deliver targeted 
programs and training for foreign IP and enforcement officials 

• Implemented first of its kind Foreign Examiners-in-Residence training program 

• Participated in negotiations on IP chapters of the U.S. -Korea, U.S. -Malaysia and 
U.S. -Central American/Dominican Republic FTAs 
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Mr. Berman. Thank you. 

And Ms. Nazzaro? 

TESTIMONY OF ROBIN M. NAZZARO, DIRECTOR OF NATURAL 

RESOURCES AND ENVIRONMENT, U.S. GOVERNMENT AC- 
COUNTABILITY OFFICE, WASHINGTON, DC 

Ms. Nazzaro. Thank you, Mr. Chairman and Members of the 
Committee. I am pleased to be here today to discuss the U.S. Pat- 
ent & Trademark Office. 

As the Chairman noted, my current portfolio does not include 
USPTO, but I have had over 10 years experience where I did have 
responsibility for Federal research and development programs, in- 
cluding intellectual property and the oversight of tJSPTO. I am 
here today pitch-hitting for one of my colleagues who is undergoing 
cancer treatment. 

My testimony today will be based on a report that we issued last 
September entitled, “U.S. Patent & Trademark Office: Hiring Ef- 
forts Are Not Sufficient To Reduce The Patent Application Back- 
log.” 

Specifically, I will discuss (1) USPTO’s process for making its an- 
nual hiring estimates and the relationship of these estimates to the 
patent application backlog; (2) the extent to which patent examiner 
hiring has been offset by attrition; and (3) the factors that may con- 
tribute to this attrition, and the extent to which USPTO’s retention 
efforts align with examiners’ reasons for staying with the agency. 

First, as a result of its increased workload relative to its existing 
workforce, USPTO determined that it would need to hire additional 
patent examiners each year. However, the agency identified its pro- 
jected annual hiring estimates primarily on the basis of available 
funding levels and its institutional capacity to train and supervise 
examiners and not on existing backlog or the expected patent appli- 
cation workload. Although this process is generally consistent with 
the Office of Personnel Management’s workforce planning strate- 
gies, the process does not consider how many examiners are needed 
to reduce the existing patent application backlog or address the in- 
flow of new applications. Consequently, the patent application 
backlog has continued to increase, and it is unlikely that the agen- 
cy will be able to reduce the backlog simply to its hiring efforts. 

Second, in addition to the patent examiner attrition, which has 
continued to significantly offset PTO’s hiring process from 2002 
through 2006, one patent examiner left the agency for every two 
patent examiners hired. Of those who left, 70 percent had been at 
the agency for less than 5 years. This represents a significant loss 
to the agency, because these new examiners are primarily respon- 
sible for the actions to remove applications from the backlog. Ac- 
cording to USPTO management, patent examiners leave the agency 
primarily for personal reasons, such as the job not being a good fit 
or the need to relocate in the event of a spouse’s job. We also sur- 
veyed a random sample, though, of over 1,400 patent examiners, in 
which we received an 80 percent response rate. In contrast, 67 per- 
cent of the patent examiners we surveyed identified the agency’s 
production goals as one of the primary reasons examiners may 
choose to leave USPTO. These goals are based on the number of 
applications patent examiners must complete during a 2-week pe- 
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riod. However, the assumptions underlying these goals were estab- 
lished over 30 years ago and have not been adjusted to reflect 
changes in the complexity of patent applications. Moreover, 70 per- 
cent reported working unpaid overtime during the past year in 
order to meet these production goals. 

On the other hand, a number of different retention incentives of- 
fered from 2002 through 2006, such as a special pay rate, perform- 
ance bonuses and a flexible workplace were the primary reasons 
patent examiners identified for staying with the agency. According 
to USPTO management, their most effective retention efforts were 
those related to compensation and an enhanced work environment. 
GAO’s survey of patent examiners indicates that most patent ex- 
aminers generally approve of the retention efforts and ranked the 
agency’s salary, which can be more than 25 percent above Federal 
salaries for comparable positions, and the flexible work schedule 
among the primary reasons for staying with the agency. 

In conclusion, despite its efforts to hire more patent examiners 
and implement retention incentives, USPTO has had limited suc- 
cess in retaining new patent examiners. Because production goals 
appear to be undermining its efforts to hire and retain a highly 
qualified workforce, we believe the agency will continue to be lim- 
ited in its ability to meet the increasing demand for U.S. patents 
and reduce the growth of the patent application backlog, and ulti- 
mately may be unable to fulfill its mission of ensuring U.S. com- 
petitiveness. Thus, we recommended that USPTO undertake a 
comprehensive evaluation of how it establishes these goals and re- 
vise its goals as appropriate. USPTO agreed to implement this rec- 
ommendation once it determines the effect of recent initiatives de- 
signed to increase the productivity of the agency through a more 
efficient and focused patent examination process. We are interested 
in timeframes and strategies that the agency has in place to try to 
implement this recommendation. 

Mr. Chairman, this concludes my prepared statement. I would be 
happy to respond to any questions that you or Members of the Sub- 
committee may have at this time. 

[The prepared statement of Ms. Nazzaro follows:] 
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*aa>tni( with Ihr aip*nry. ilrtwi«rn 3(MI3 anl 3001^ I ^iPTi i lawwl a %wrlriy >4 
rrCrtilkin llrxiltilltkw. Midi a» a sftre^ pwy ralr. prrfiwmwncr lattimra. and a 
flrxJtilr wtak filai'r to rn'oinaier fwiArfli raandam lo May wnli ihr atmaii. 
Arotrillnn lo t ISITi > manacrntria. ihHr nwiM rfftMlvr rrtrnbin rfftau wro* 
llwwr ftfaird III r(wn |w iwa lkm and an mhanmj work nwlt«»ntnrta. (tAfKa 
mrtry of iMlrnl rxamlnrni indicaltw thal moM |Mil(aa ruBiiinm ipcorrally 
apfatrml of KII’TO'k rrlrtakai rffocU. and rankl'd ihr a^rnya aalary ami 
•ahrr |aiy in-rnlhm an wrB m ihr (Irkililr wofk tw*hr(hilr Mtiond Ihr laintary 
rmwwin for wtayiiat wlih thr a ni'i w y. 
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Mr CKalfman aiMj Members of the Subcommltlee* 

I am pleased to be here today to dbcim GAO'S recent report on the U.S. 
Patent and Tlmdenarh Office (tfSPTO).' Protecting intellectual property 
rtfittts and enroura^lnj teciuiologlcal profft in are importaM (or enauifnfi 
(he currnii and fiilurecompetithTfwnn of the UfUled Staten Aayooknaw, 
l^PTO helps protect the nation's cumpeUUvencsn by faming patents that 
protect new Ideas and Investments In knnovalkKiSi, ran^ng from new 
treatments lor dlseasrs to new wireless technology applications* 
HowesTT. recent knereases in both the complexity and xxihnne of patent 
applications hatr lencthened (hr time It lakes (he afency to process them 
and raised concerns among intellectual properly organtottnns. potent 
holders, and others about the quality of the patents that are Issu^ CKer 
the last 15 years, (he number of patent appticatlocis that have not yet been 
restesred. called the bocldog. has conUnued to pow — Incremins since 
fiscal year 2002 by nearly 73 percent to about 730.000 applicatlofis 

l^PTO relies on a workforce of nearly 5.000 patent examiners to review 
and make decisions on patent appfieaUons 7110 number of patent 
appUcatlons that can be reviewed In any given year Is determined by. 
among other ihlngs. the number of examinen hired, as well as the overaU 
Mae and experience of the patent examinaiion workforce Patent 
examiners are asugned a biweekly ^production goal.* which represents 
the number of spectOc ncOonn and decisions thsi patent examiners must 
make about patent appUcattons they review in a 2-week period * I'SPTO 
a as caa es patent exanknen' performance on their ability to meet their 
goals Hwever. as we noted In 2005 and again In 2007. the assumptions 
underlying the agency's production goals haw not been updated since 
1976. 
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Stoice 2000. l^SPTO lus implemented s ^wleiy of human capital 
AeidMIiUea. wcti as recniltment bonuses and law school tultkm 
relmbunemenu to h^ actisci and retain enoujih patent examiners to 
meet the ijrowifijt demand for patents Neserthc^esa. the rate of attrition 
for patent examiners has continued to increase, especially amoni potent 
examiners who liave been srith the attency for less than 5 years. 

My testimony today summartaes finding from GAO's 2007 report, 
specifically ( I) USPTO's process for kleniUying its annual hiring estimates 
and the leladoruhip of thrae hiring fsttnuies to the patent application 
barldog; (2) the extent to which palml examiner hiilng has been offset by 
attrition at I’SFTO. and the (actors that may contribute to patent 
examiners' drclsioRs to lemT the agency; and (3) the extent to which the 
retention incenti\es and frexlbllltles has Implemented align with 
patent examiners’ reasons for staying with the agency This report wan 
conducted In scconSance sriih generally accepted gmernment auditing 
standards Those standards requfre that we plan ai^ perform the audit lo 
obtain sufScieni. appropriate evidence to prmide a reasonable basis for 
<mr flndbigi and condualona based on onr audit objectives We bdieve 
that the evidence obtained prtnides a reasonable basts for our findings 
and conduiSons baaed on our audH ob>ectites 

In sumnuiiy. we found the Mlowlng 

• In each of the last 5 yeafs,l^SPTOklenUAed IIS projected annual hiring 
estimates prtmortiy on the basiis of how many new patent examtaeis it has 
the budget and supervisory and training capacity to support and not on 
the extsUng backlog or the expected patent apidJcadon workload 
Although ItSPTO's process for Identifying Its annual hiring estimates is 
generally cunsMenl with accepted workforce planning strategies, this 
process does not consider how many examiners are needed to reduce the 
exIstiRg patent application bncUog or sddrrsi the inflow of new 
applications. As such. It is unlikely that the agency win be able lo reduce 
the growing backlog simply through its Mrtng efforts 

• Attrtdon IS algnlficanUy offsetting l^PTO's hiring progren, and agency 
management and patml examtnerx dUagrre about the causes for this 
actfitkm From 20C2 through 2006. one patenl examiner left l^PTO for 
nearly evTry two the agency hired Of those who left. 70 percent had been 
at the agmcy for less than b years This represents a sig^fkaivt loss lo the 
agency because new patent examinen are primarily respomable for the 
actions that remove appttcadons from the backlog Acconhng to l^SPTU 
management, patent examiners leave the agency primarily for personal 
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rpa»CM«,M<ii»tt)eiobnocbftnf«0c>o(tfttortemttyrpj»on9. tncontreM, 
67 pcrrml of p«l«yil examinmi we ranryed m pan of our 2007 report 
Identlfled the ageinya prutucikm goals aa one of the primary reasons 
exjunlners may choose to leaxY I'SPTO Moreover. 70 percem of puent 
ejoniitnrfs reported working unpaid osTrtinw during tlw past year in order 
to meet their production goals Such a large percentage of patent 
examiners, who ore working extra time to meet thetr production goals and 
chocMdng to leave the agency bermine of these goals, may be an iiMtrallon 
that the production goals do not accutaiefy reflect the time patent 
examiners need to revtew applications and ace undermining L’SPTO's 
hiring efforts 

• The retention Incentives and flexIbtUtlfs l^SPTO has prcnrlded ovwr the last 
6 years genengy align with the primary reasons patent examinees 
idenUfl^ for staying with the agency According to I'SPTO management, 
the most effective retention efforts were those related to compeniuttion 
and an enhanced woric environment SpeclAcaUy, between 2002 and 2006. 
l^PTO used a variety of retention flexlbtf Ides, such as a special pay rate, 
prvfurmanrr bonuses, flexible worh place, and a teleworh pro g ram to 
encourage patetu exantinen 10 suy with the agrrKy Most patent 
examlnen who participated in our suney indicated that they generally 
approved of l^snX)'s retenUon efforts, and ranked the agency’s aalary and 
other pay incentives, as well as the flexiMe work schedule, among the 
primary reasons for staying with the agency 
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To obtain a patenL inventors— or more usually their attorneys or agents— 
submit an appAcatlon to ItSPTO that fully clisclaaes and dearly dmcclbes 
one or more distinct Innovative features of the proposed invention atvd pay 
a Ahng fee to begin the examination process l^SPlt) ev-aluates the 
application for completetHes. clamlfles H by the type of patent and the 
technology Involved,' and nsslpis It for review to one of its operational 
units called technology cenlecs. that apecialiaes In spedfle areaa of 
science and engineering Supervisors In each technology center then 
assign the application to a patent examiner for further review to determine 
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If » pai«fit is warranted In making Oils determination, patent examiners 
must meet two spectOc milestones In die pMtsit examination process: flrat 
actkma ami <ls|>^ts 

• yint orriiuw. At this mUestmie. patent examiners notify applieants 
about the patentability of their Invention After determining if die 
Imentlon Is new and useftil. or a new and useful Ifnprosrmenl on an 
exliMlng process or machine, pateniatiillty la determined UinMigh a 
thorough investtgatlon of Information relaied to the subiect matter of 
die patent appileadon aid airrmfy asaUaUe before the ^e the 
appUcailon was submitted, called prior art Prior art includes, but ka not 
Umlied lo. scientific pubileadons and U S and tnlemadonal patents 

• tHxpmai Patent examiners dkipose of a paieni application by 
deiermining. among other things, if a patent wlU be granted— called 
aBowance— or not 


Patent examiners recelw credit, called counts, for each Am action and 
(hsposal. ami are assigned production goato on the basis of the number of 
production unll»— comprised of two count»>4hey arc expected to arhlmw 
In a 2*weefc period The counta in a production unit may Iw any 
combinadon of Am artiunt ami Aiposals 

The production goals dial are used today to measure patent examiner 
perfomuince are baaed on the same asaumptions that USPTO established 
In the 1970 b At diat time. producUon goals were determined based on the 
belief that II should take a patent examiner a certain amount of lime to 
review a patent appUcaUon and achieve two counts based on their 
experience (as d^ermlned by their position In the agency) and the type of 
patent they are reMewing. As a result these goals xary depending ufxm 
the patent examiner's poaidon based on the federal gmmimeni's general 
srheduie pay scale(G8) and the technology center In which the palenl 
examiner worka For example, a GS^t2 patent examiner working on data 
proc rasing appheaUans ia expected to achieve two counia in 31 .6 houra, 
whereas a GS-12 palenl examiner working on plastic moMbig applications 
Is expected to do BO In 20.) hourx. GS>7 palenl examiners working on 
those types of applications, however, are expected lo achieve tw-o counta 
In 4A 1 and 2A7 h^ts, reqwctively latent examiner BChievemefUa are 
recorded biweekly, and. at the end of each Ascal year, those patent 
applications that havie not been reviewed for Anrt action are counted as 
part of l^PTO's tnv*eniory of unexamlned appUcstions, otherwise known 
as the patent application backtog 
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lISPTO’s Annual 
Hiring Kstiinatos Art* 
Detonninctl by 
Fiinding aiui 
Iiuaitiitional ('a|)arily 
and Are Unlikely to 
RediK-e the Patent 
Application IVacklog 


til MCli Of Uie last 5 k aia. l^SPTO has IdenUfkd its annual Mnm eatlrruMea 
prtmaflly on itio baato of avTiUable fundnjt and Its Insiltuilonai 
capacity to train and siaimvise new patent examlnenv and not on the baala 
of the number of patent examinen needed to reduce the exMinn backlog 
or re\1ew new patent appUcationa Although this process b consbieni 
wtth workforce ptaiinlng smtripes estabUahed by the Office of FVraannel 
Management <OPM) and has enabled the agency to better match its hiring 
eslinruiiAi to iu insUtuUonal capndiy. l^SPTO's ablUty to mhice the patent 
appUcalion backlog stmpl)' through lU hiring efforts b unlikely 

Spectflcally, t'SPTO begins the process of kSrntttying profected hiring 
estimates as part of creating Its budget submission for the Office of 
Management and Budget (0MB) IS months before the start of the hiring 
year In order to meet OMBssubnUsslonUmellne After constderlng 
expected funding lewis and availabie patent examiner workforce data,* 
L^SPTO cocoidecB lb Insilnitional capaclly to super\1se and train patent 
examiners FOr example, In Idenuiying lb ftscal year 2008 hiring estimate. 
l^PTO detertnined that funding availability would limit the number of 
patent examiners the agency could hire, and esiabttshed ib estimate on 
the babs of the number of patent examhien the agency had hired In the 
most recent >Tar llowe%Tr. In ftscol years 2008 through 2000. l^SPTO 
dbermined that funding would not be a bmiimg factor, and the agency's 
hiring ebimates were based prlmaflty on lb liMiiktutlonBl capaclly to 
supefilse and train patent examiners 


l^PTO comideri a number of fadoca In determining lb Institutional 
capacity to supervise and train new patent examiners Fbr example, it 
determines Ha supersisory capacity by considering the number of 
additlanal patent examiners wlio can be placed Hi a tectinology center. 
This number b Imlled by the number of sicpmiaoia ax’sHable In each 
center wbo can dgyi patent apphcaiioo appm-ab and rriectlons and 
provide on the->olMraifiing for new patent examiners Although new 
patent examlneni can reslew the prior art iHaltng to patent apphratlomi. 
only suf>er>1sors can authome a new patent examiner's dedskm to 
appeme ce reject a patent appHcaUon In an effort to avoid delays aiNl 
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lArmclencin In IntiUil a«MJ final <SMrt8lofi9 on paieM applk^adccn. cbe 
agency Ulea lo ensure that (he supervisor to paceni examinef rado Is about 
1 su|>ervtsor for every 12 patent examinefa Slmilarty. liSPTO's training 
eap^ty Is determined by the number of patent examiners the agency 
befievealicantniininayear Training capacity was baaed on 2* or 3*«reel( 
courses offered Uirouglhoul the year and were led b>’ aupervisofy patent 
mmlners The ctrarses could accoounodate about 16 patent examiners 
each, and kn fiscal year 2001, according to ITSPTO. (he agency offered 
about 28 training st a si ona. 

Because liSPTOt pro>ectcd Mrtng cstlmaln are ealabiMhcd at Irsat 16 
months In advance of the hiring year, the agency conttnually refines the 
estimates lo reflect changes (hat nught occur during this pertod Por 
example. In 20CS, when It created Us budget submMoo to 0MB. ITSPTO 
pioneered It would hire 750 patent examiners for ftscal year 2001 
Howes'er. due to budget constraints, the agency actualy hired 443 patent 
examiners In fiscal year 2004 Figure 1 shows USPTO't projected and 
actual hiring numbers for fiscal years 2008 through 2006 
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TV fUfftmicM Vtwe<ii pratedMl hinnc estimates ami tlie number hired 
occurred prtmailiy because of rundlng afv-ailabiUty In fiscal years 2003 and 
2004. acconfengi to LSPTO. the acencys appropiUUnra were slimiAcafilly 
less Uian the afHicy's bodftet requests As a result, the agency could not 
ftnandally support the number of new patent exanUners It had iniitaUy 
planned to hire. In fiscal years 2006 and 2006» hourever. fSPTO hired more 
pnirni examiners than urtginaHy planned because the agency's 
appruprlation for those years was ^aler than anticipated 

The way In which USPTO identifies annual patent examiner Mrtng 
estimaies Is genrrall>' comMml with worhforre planning stralegifs 
endorsed by OPM For example. 0PM recommends thM agencies 
regularly track worlcforce trends to ensure updated luodeta for meeting 
organixational needs; base decisions on sources of Information such as 
past workforce data; and include In Its workforce planning process a 
workforce analysis system that kSendfles ctiirent atul futtire looses due to 
attrition We found that USPTO generally followed these processes 

Recf^tnlxing the need to increase Its insiHuiional capacity lo hire more 
patent examiners. IfSPTO has taken steps to increase its training and 
supenlsoty capacity To increase Its training capacity. USPTO 
implemented an Smonth training proiyiin In fkscal year 2006 called the 
Patent Training Academy Acconing to I'SPTO. the academy provides the 
agency with aconstant annual training capacity for 1.200 new patent 
examiners for each of the next 6 yean Moreover. l^SPTO oOlclals believe 
that the academy may buttrecily Imprme the agency's superMsoty 
capacity because new patent examhieis should be better prepared lo start 
work in a technology center and therefore will need less supef>‘tslon and 
on the^job training. L^FTO plans lo anonitor new patent examiners after 
they have graduated from the aradrmy to determine If the agency can use 
this approach U> Increase its insUtulionai capacity and. Iherefiurr, its future 
annual hiring esUmatea 

E\en with its increased hiring csdnuttes of 1.200 patent examlnevs each 
year for the next 6 years, 1'SPTO‘s potent apphcailon backlog la expected 
to mcreaae to o\er I ^ million at the end of fiscal year 2011- Hie agency 
has also estimated that If It were able lo hire 2,000 patent examiners per 
year in fbcad year 2007 and each of the next 6 years, the backlog woidd 
continue to Increase by about 200.000 applications, to 053.643 at the end of 
fiscal year 2011. Despite its recent Increases In hiring, the agency has 
acknowledged that It cannot hire its way out of the backlog and Is now 
focused on Mowing tJie ^wth of the backlog instead of reducing H 
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Attrition lias 
Significantly OfTset 
Hiring over the Last 5 
Years, and Agency 
Mairagenient and 
Patent Examiners 
Disagree alM)iil the 
ReasoiLs for Attrition 


AlllKHUth I'SPTO It hJrtiiK as many new patent examiners as II has the 
annual funding and insiHuOona) capacity to attriikm has 

conUnued to Increase among patent examiners— one pateni examiner has 
been lost for nearly e^fiy two hired over the last 6 years Fbrexample, 
hom the begUming of fiscal year 2002 ihroogh fbeal year 2000. 1’SPTO 
hired 3,672 patent examiners Howeser, the patent examinatlcin 
woci tf orce only Increased by 1.644 because 1,643 patent examlnm left the 
agency and 385 patent examiners were either tramferred or promoted out 
of the position of patrni examiner As shown in figure 2 , approximately 70 
percent of the patent examlnem who left the agency had been at l^PTO 
for leas than 5 yrars, and nearly 33 percent had been at the agency for less 
than I year* 
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Thr MtrtUmi of pMcnt nuunlnmi wtiu wrre at the a^mcy for Im than 5 
yranbaai^iiflcanlloaiforl^SPTOfora wlHyofrvaaom Plm. 
attrltkm of Uxw staff affrcts LTSPTO’t ablUty lo redact* the }iatenl 
apf>lkaUo(i backlog because these leas experienced patent examlnm are 
pc1cnar1|>’ responsible for making the initial decWons on patent 
appllcation»— the triggering event that removes j^pUcatluns horn the 
baddog Second, when these staff leave IISPTO. the agency loses up lo ft 
years of training investment In them because potent examiners reQulre 4 to 
ftyeara of ofHhe-job experience before they become fully proSclent tn 
conducting patent application reviews Third, the more experienced 
examlnem who have the ability to examine more appUcadons in less dme 
havT to iTMead devote more of their time to supervising and training the 
leas experiervced staff, thereby further reducing the agency's overall 
productivity- Finally, these wnrkforce losses reduce the pool of potential 
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wpetMsoiy pat«fii exaimnera for (he future and ttierpfor? impair USPTO’a 
ability (o Increaae 1(8 aupervtoocy capacity and. uldmately. Its hlftnjt goal» 

We fouml that USFTO managemefit and paieni examiners dbaipree 
aiipiificanUy oa the reasom for the nicy's attrition According (o l^SPTO 
management, peiaonal reaaons are the prlmaiy reasons dial cauae patent 
examiners to leme (lie agency * Some of these reasons kndiMie (he 
(bOuwing. 

• The nature of the «'ork at USFTO does not fit with (he preferred 
workitgi styles of some patent examiners, such aa those with 
englnee^g degrees who are ioohtng for more *handaoo* expertencea 

• Many patent rxarm ners e nter the workforce tiiecUy out of coOrge and 
are looking to add USFTO to their resumes aruS rmne on to another Job^ 
rather than (milting a career al the agency, otherwise known as the 
‘mUlennial problem* 

• Fairnl examiners may choose to lease the area, aa opposed to choosing 
to leaie the agency. becaiBe their apoiise traiHfera to a position 
outside of the Washington. D C . area; the cost of thing b too high; or 
the competition Is loo high for entry mto the Washington. D C. area 
graduate and post gradu^ prognum for those patent examlnm who 
would hke to pursue liigher education 

Accnrdini to USFTO managrmml. the agency has a number of ongoing 
efforts to help address these issum Per example, the agency b 
deteloplng a rrcniltment tool to Iteiler assess apphcaiK comgsiibilMy with 
the agency's work envlronmeni. targeting midcaiWr professlonaif during 
the recruicment process; and considering the creation of offices located 
outside the Washington. D C . area to prenide lower cost^of-lhlng 
aliemattves for employees 

While Patent Office lYofesainnal Aasodatlon ofnc1ab--Uie union that 
r e pre sente patent examiners— agreed that m some cases personal reasons 
may contribute to patent examiners leaving the ageno*. they bellene tliat 
the ufirealbtir protkicllon goute that the agency sets for patent examiners 
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Is prlffianty mfKiniriMe (or Mtnaon * Specifkaity. accordmt to cMon 
oKIclab ufirfaikstk production fonis hav« created a ’swtm sNop culture* 
wttliln the aseiKry that requires patent examiners to do more In leas dene 
and han therefore been a algnillcaiu conirfbiiior to patent examkners* 
decisions to lea\e U8PTO. To call attetiifon to this concern, hi Aped 2007 
itie union >ohied the Staff Union of the European Patent OfAce and other 
intenutlonal patent examiner oqpmlaailons In a letter declaring that the 
praourra on potent examtnm arouniS the world have reached such s level 
that In the absence of serkms memurea, inlrUectual property worldwide 
woukt be at rteh The letter recommended, among other thln^, an 
inerratr hi the thne patent examlnm have to rr\iew patent applications 

Patent examhiets who participated hi our mney grnendy agreed with 
union offlclahi SpedAcally. approximately g7 percent of patent examiners, 
regardless of their tenure with the agency, said that the agency's 
production goals were among the primary reasons they would consider 
lemIngUSPTO Moreover, we estimated that d2 percent of patent 
examiners are >ety dhaaUsQed or ge<nerall>' dissathfled wfth the time 
L^SPTO allocs to achhne their production goals; and $0 percent of patent 
examiners are trry dissattsfled or generally dIsssiMied with how the 
agency calculates production goals In addition, a number of lesqKindents 
noted chat the pro^ctfon goals are outdated, have not changed in 30 
yeais. and some technolo0es lor which they m’alusie applications had not 
even been diactnered at the Uroe the ageiwy's production goals were set 
Pilty-nhie percent of patent exaenkners believed that the production system 
should be reevaluated Including altering the production goals to allow 
more time for patent examiners to conduct their reviewx 

We and others hme repotted in the past that the assumptions underlying 
the agency's production goals were established over 30 years ago and have 
not since been adlusled to reflect changes In science and tedinology 
Moreover. l^FTO uses these production goals to establish its orverall 
performance goals for patent exanUners, such as the number of ftrst 
actlom to be completed in a ghm year * liowever. horn 2D02 thmogh 
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2006.cheJMDnKy nUss«dU9prQ>Mraoft9ln4ofthe5>'ean P\ifth«rmorp. 
jKrcordinf to our wnty. exunlnm arc <tt9COf>teia«d with the 
Actions tlicy havv to iAk» In order lo men tlietr producdoo touts 
S|>e<ificuUy. 70 perceni of pMenl examiners who partldpsted in our 
suney reported wnridnt tinpakl omtlme to meet their production goato 
during the last year, some reporting working am 30 extra hours In a 2* 
weeli period In additian, we estimated that 42 percent o4 patent 
examiners had to work while they were on paid annual leave In order lo 
meet their production guals 1>ie percentage of patent examiners working 
while on paid leave wa» slgnlflcanlty Mgher tor those with longer tenure at 
the agency We estimated that IS percent of patent exarntners who had 
been at l^PTO from 2 to 12 months worked to meet their production 
goals while on paid leme, compared with 80 percent of patent examiners 
with over 6 years’ experience As one respondent to our survey explained. 
*\’acatlon time means catch up Ome * Another re^wndent summed up the 
siniation as follows *I know that the production goals are set to keep «ts 
mottvated in order to lielp get over the backlog tnit if a mglortty of 
examiners cannot nwet those goab without refying on unpaid cnenime or 
annual leave then sumeihlng Is wrong with the system* According to our 
wney results, 50 percent of patent exarntners identified the amount of 
unpaid omtlme that they ha^ to put Into meeting Ihetr production goab 
as a prtmary reason they would choose to leave ItSPTO. M»d 37 percent 
Idendfled the amount of time they must work during paid leave la order lo 
meet their goals as a primary reason to leave the agency 

Even though the agency has not been ^)le to meet Its productKIty goab 
for the last 4 >earB. this exiensKe amount of unpaid overtime patent 
examiners have to work in order lo meet their produrtinn goab does not 
appear lo be a concern tor the agency. When we asked t^PTO 
management about the agency’s poU^ for unpaid o v e rti me to meet 
production gnats> the Deputy Coounbaiocier for Patent Operations told us. 
*A» with many proresnionab who occasionally remain at work longer to 
make up for time during the day spent chatting or because they were less 
productive than intended examiners may stay at the office (or rrmote 
location) longer than their scheduled lour of duty to work* 
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Retention Incentives 
and Flexibilities 
Provided over the 
1 Ast 5 Years Generally 
Align with the 
Primary Reasons 
Patent Examiners 
IdentiHed for Staying 
at USPTO 


Fttim 2002 to 2006v irsPTO olTmO s number of dUferent mendon 
incenthnes nnd OexlblUtleft, as uMe I sliows 
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• Spfrtat pay In Nottinbcr 200ft. I’SPTO rvcftvpd apprcrvul for nn 

»cr<offMhr>4KMUPd !i|>edal p«y ratr for patmt cxamlnm tlut can be 
motv itiMi 25 perr<M federal salaries for eo«n|>arable fMaiikxia 
Fbr example, In 2007. a patent examiner a( l^SPTO earning M7,ftl0 
wociid earn ^7, (MO la a almllar poaMion at another federal agency In 
(he WaahlnKioo. D.C. area 

• /kmus ntrmrturr The afency awanla bonuses to patent examiners who 
exceed thrirprodtjcllon goads by M teas! 10 perrenL For example, 
acconftng to U^PTO, in fiscal year 200ft, 60 percem of eligible patent 
examiners who exceeded pro^ctlon goals by 10 perceni or anore 
recehTd a bonus As table 2 shows, I’SPTO awarded ■I,fti5 bonuses to 
patent examinets thal totaled osw llOift mUllan In fiscal year 2006 * 

• ttppttftunttUm to work from rrsMile hjcaltimx In fiscal year 200fi 
approximately 20 percent of patent examiners participated In the 
agency's teleworh prugiam. whicli allows patent escaminers to conduct 
some or all of their worh away from their official duty Maiion 1 or nsore 
days a week In adttttion. wh^ I’SPTO began a nioleltni* program in 
fiscal year 2006^ approxlinaiely 10 perceni of patent rxaminen 
pankipaled In the program, which allows some patent exanUnets to 
work from an allemaiive location ** 
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Acctming 10 dw mulls of our sufve>\ potent examiners eenenily aitreed 
tliM cocn|)ensa(tofi-reiaied retenOon Incenilm and efforts to enlunce the 
woric en^tronmeM were among the most linfmnaiil reasons they would 
choose 10 stay at USPTO, as laMe 3 shows 
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DesiMie l^SPTO's efforts to hire more patent exaimneri annuaily and 
ioipleniient retention Incenih^ and (lexlbltldes os'er the last 6 yem. the 
agency has had llmiled succem In retaining r>ew patent examiners 
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Becsttw Che aientcy’s productlof) soaIs appear lo be uMlenfilfUiic l^PTXys 
effocts to hiie and retain a quallfled worlcfocte. we recoiiumended kn 7007 
that the agency comptehei^vety e\alaaie the anumpUona It uses to 
eaiablbh patent examinee production goab ami re%1ae ctMoe aaaumpUont 
as appeopclaie 

The Defianment of Conunerre agreed with our Ondlnga, coctclitaloni. and 
rvcoeifnendalkin and aiereed that the adencya hlitn^ effocia are not 
aulHcient to reduce the patent application backdog. It stated that USPTO 
is Implemenbng tnitiatl\Ta to i n c r r aae the producthity of the adency that 
wdi mnill in a inorr eCflcleni and tonised patent examtounon ptocesa 
Once i^SPro determinea the effect of thewe lnlilamT« on patent exacntner 
pcodttctKIty. h will reecaiaate the aasumpaonn used to exubitah patent 
examiner productions goala 


Ur Chairman, this concludes my prepared statement I would be happy to 
respond to any (|uesiions that you or Members of the Subcommittee may 
time ai this lime 


('ontac'ts aiui 
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Mr. Berman. Thank you very much. 

Mr. Budens? 

TESTIMONY OF ROBERT D. BUDENS, PRESIDENT, PATENT 
OFFICE PROFESSIONAL ASSOCIATION (POPA), ARLINGTON, VA 

Mr. Budens. Mr. Chairman, Ranking Member Cohle, Members of 
the Subcommittee, POPA represents more than 5,800 patent pro- 
fessionals at the USPTO, including more than 5,500 patent exam- 
iners. 

Mr. Berman. Is your mic on? 

Mr. Budens. Oh, sorry. You want me to start over? 

Mr. Berman. Fifty eight hundred. 

Mr. Budens. Fifty eight hundred patent professionals at the 
USPTO, including more than 5,500 patent examiners. POPA’s 
members take great pride in the work they do, and are committed 
to maintaining the quality and integrity of America’s patent sys- 
tem. 

The USPTO has received much criticism in recent years for fail- 
ing to allow high quality patents in a timely manner. Many pro- 
posed solutions represent radical changes that go far beyond what 
is necessary to fix the patent system. 

As with any product, it is better to build quality in right up front 
than to try and repair problems after the product has left the fac- 
tory. Patent examiners need the time and the tools to do their job 
right the first time. Years of inadequate funding and restrictions 
on hiring left the USPTO severely understaffed. 

Fortunately, since 2005, the agency has been permitted to keep 
its fees, and appropriators have lifted restrictions on hiring, actu- 
ally requiring more hiring, not less. The agency now brings on 
1,200 new examiners each year. It is doing a good job hiring people. 
It is just not keeping them. 

Statistics we have seen show that about 30 to 44 percent of each 
year’s new examiners leave the agency within 3 years. To com- 
pensate for overall annual examiner attrition, the agency must hire 
almost two examiners for each one it retains. 

Frankly, we don’t recognize the attrition statistics cited in the 
agency response to the GAO report. The one thing management 
could do to increase retention it has consistently refused to do for 
more than 30 years — provide examiners with the time to do the job 
right. More than any other factor, the reason examiners leave the 
USPTO is the unrelenting stress caused by the agency’s outdated 
production system. 

Patent examination is a labor-intensive job, mentally and phys- 
ically. Automation can accelerate processes, such as searching large 
databases, but it cannot make the examiner read and understand 
the results of those searches any faster. 

After years of trying to do the job faster and cheaper, the USPTO 
now finds itself facing the same criticism that any manufacturer 
faces when it cuts corners — perception by end users that the prod- 
uct lacks the quality it needs to do the job it was supposed to do. 

The USPTO’s production goals have remained essentially un- 
changed since they were put in place in 1976. Since then, the pat- 
ent applications have more technologically complex, have larger 
specifications, and higher numbers of claims. 
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Studies by Professor Dennis Crouch show that the size of issued 
patent specifications increased by 85 percent since 1987. The data 
also shows significant increases in the number of independent 
claims and total claims. Trying to do a high quality job in 2008 in 
the amount of time examiners were given in 1976 has left exam- 
iners angry, stressed out and demoralized. 

A POPA survey revealed that one-third of examiners worked un- 
paid overtime just to keep their jobs. Another third of examiners 
work unpaid overtime to earn performance awards. The GAO found 
similar results in its September 2007 report. This excessive use of 
unpaid overtime establishes a need for the USPTO to provide more 
time. 

What employees need — we need fee retention. POPA encourages 
this Subcommittee to continue working with the Appropriations 
Committee and the Administration to ensure that the USPTO has 
access to all its fees. But POPA believes that this access, however, 
must not be obtained at the expense of the oversight responsibil- 
ities of the Judiciary and Appropriations Committees. 

We need to put an end to outsourcing searches. The USPTO has 
wasted considerable resources in prior attempts to outsource patent 
searches, and now with the applicant quality submission. 

Outsourcing searches will not result in better quality patents, 
and will likely create conflicts of interest for applicants. The Sub- 
committee should put an end to this waste by passing legislation 
that clearly establishes patent searching and examination as inher- 
ently governmental functions. 

We need more time. POPA asks that the Subcommittee provide 
more time for examiners by putting a fence around the patent fil- 
ing fees and directly allocating these fees to providing time for ex- 
aminers to examine patent applications. 

Finally, we need tools. The USPTO needs to reverse its policy of 
neglecting the U.S. classification system and restoring its funding. 
We need automated tools that allow examiners to classify and add 
foreign and non-patent references to USPTO databases. There are 
very few former classifiers left in the agency. Before their institu- 
tional memory is lost forever, they need to be put back to work 
training new classifiers and examiners. 

Thank you very much for this opportunity to present our views. 

[The prepared statement of Mr. Budens follows:] 
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POPA Tcsliniony on USPTO Opcralions 
Fcbnuin^ 27, 2()()S 
PaV2of24 

Mr. Chairman, Ranking Member Coble, Members of the Subcommittee, 

Thank you very much for this opportunity to present the views of the Patent Office 
Professional Association (POPA) on the operations of the U.S. Patent and Trademark Office 
(USPTO). 

POPA represents more than 5,800 patent professionals at the USPTO. The vast majority 
of these are the agency’s patent examiners -the engineers, scientists and attorneys who 
determine the patentability of the hundreds of thousands of patent applications received in the 
USPTO each year. POPA’s members are diligent, highly skilled, hard working professionals. 
They take great pride in the work they do and are committed to maintaining the quality and 
integrity of America’s patent system. 

The U.S. patent system is a powerful engine driving innovation in America. It has helped 
produce the most powerful and robust economy in history. The vital role of patents to the U.S. 
and global economies is clearly evidenced by the rapidly expanding efforts of inventors and 
companies to protect intellectual properly throughout the world. 

The USPTO has been the target of much criticism in recent years for failing to allow 
high-quality patents and doing so in a timely manner. This criticism has resulted in increased 
scrutiny of the day-to-day operations of the USPTO as well as review of the laws governing the 
patent system. A number of studies, both government and private, as well as at least one book 
have been published that attempt to identify problems facing the USPTO today while proposing 
a variety of solutions for those problems. Regardless of the source, virtually all studies agree 
that the USPTO needs to: hire and retain a highly skilled workforce; improve the quality and 
timeliness of issued patents; and keep and use all of its fees for its own operations. 
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POPA Tcsliniony on USPTO Opcralions 
Fcbnuin^ 27, 2()()S 
PaV3of24 

POPA agrees that these are important issues facing the USPTO, but it does not 

necessarily agree with many of the solutions proposed by the authors of these studies. 

POPA notes with appreciation that Congress and the Administration have worked 

together in permitting the USPTO to retain and use all of its fees since Fiscal Year 2005. This is 

a vital step towards fixing the perceived problems of the agency and POPA urges the Legislative 

and Executive branches to continue this cooperation in the future. 

Many other proposed solutions, including the Patent Reform Act of 2007, are directed 

towards fixing problems with patent quality after a patent has issued. Many of these proposed 

changes represent radical changes to the U.S. patent system. POPA believes that they go far 

beyond what i s truly necessary to improve performance at the USPT 0. 

In his cover letter accompanying the Patent Public Advisory Committee (PPAC) Annual 

Report to Congress and the President, PPAC Chairman Kevin Rivette stated: 

The Committee believes that the United States patent system and the United 
States Patent and Trademark Office ("USPTO”) face significant challenges that 
urgently need to be addressed today. The ixsiies ofimieni qiialUy and pendency 
override all other issues. ' [Emphasis added]. 

POPA agrees with the assessment of Chairman Rivette and the PPAC on the critical nature of 
patent quality and pendency. These issues, however, are internal problems of the USPTO. 

POPA believes that quality and pendency must be solved in the USPTO before a patent is issued 
- not after. As with any product, it is better to build quality in right up front than to try and 
repair problems after the product is manufactured. Patent examiners understand this 
fundamental truth, but they need the time and the tools to do the job right the first time. 


' Attachment I. Letterfrom PPAC Chair Ke\’in RH'ette to The President iiccoinpanying PPAC FY()7 Anniuil 
Report. November 30. 2007. A complete cop>' of the PPAC Annu al Report can be obtained at: 
\\\\\\.usplo.gov/\\cb/orriccs/coin/advisoi>7icpoi1s/ppac_2()()7anniia]TpLpdr. 
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POPA Tcsliniony on USPTO Opcralions 
Fcbnuin^ 27, 2()()S 
PaV4of24 


DOING THE JOB RIGHT TAKES PEOPLE 


Tf the U S. patent system is to continue driving innovation and economic competitiveness 

in America and the world, the USPTO must issue high-quality patents that meet all the statutory 

requirements for patentability and it must do so in a timely manner. To accomplish this, the 

agency must hire highly skilled patent examiners and, most importantly, it must keep them. In 

its 2007 Annual Report, the PPAC stated: 

Attracting and retaining the most qualified workforce possible is ultimately the 
key to a successful examination system. The most sophisticated search tools, and 
the clearest applications and standards are unavailing if the USPTO does not hire, 
train and retain talented, dedicated employees.^ 

Hiring and keeping good people has been a problem for the USPTO for many years. The 
Dept, of Commerce Inspector General (IG) issued a report in 2002 finding that the USPTO 
needed Improvements in its hiring practices.^ The TG identified several obstacles facing the 
USPTO: a shortage of potential examiners with appropriate technical training, private sector job 
competition, compensation packages less than private sector compensation, and competition 
from other Federal agencies. 

A brief history of the agency’s hiring and retention problems can be found in ''Innovation 
and Its Disconlent.s" by Adam B. Jaffe and Josh Lemer,^ The authors noted that the increasing 
importance of intellectual property in a global economy made the problem of hiring and retention 
even more acute. 

While patent application filings increased continuously, years of inadequate funding and 
restrictions on hiring (FTE ceilings) left the USPTO severely understaffed. Fortunately, since 
■ PPAC Annual Report. No\ ember 30. 2007. page 6. 

" "Piitent Examiner Hiring Process Should Be Improved,” U.S. Dept, of Commerce Office of Inspeaor General 
Final Inspection Report No. BTD-14432-2-0001, March 2002. 

JalTc, A, B, & Lcmcr, J.. hmovaium andlis Disconlenis, Princclon Univcrsily Press, 2004. pp, 133-138, 
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2005, the agency has been permitted to keep its fees and appropriators have lifted restrictions on 
hiring - actually requiring hiring minim u m s, rather dian hiring maximums. 

Over the last several years, the agency has dramatically increased its hiring efforts, 
bringing on approximately 1,000 to 1,200 new examiners in each of the last three years. 

Although this level of hiring has strained the agency’s training resources, it demonstrates that the 
agency does not have a significant hiring problem. It is finding people to hire. The agency's 
problem is keeping the people it hires. 

While the agency is working hard at hiring 1,200 new examiners per year, approximately 
30 to 44 percent of those new examiners leave the agency within three years. To compensate for 
overall annual examiner attrition, the agency must hire almost two examiners for each one it 
retains. For example, in fiscal Year 2005, the agency hired 978 examiners but had 425 examiner 
attritions. In FY 2006, the agency hired 1,218 examiners but lost 510, In FY 2007, it hired 
1,215 but lost 543. 

POPA has compiled a history of attrition from 1990 to 2005 using USPTO published 
statistics, A review of this data shows that, while the majority of examiner attrition comes in 
the first three years of employment, a significant number of mid-career (3-15 years) examiners 
also leave the agency. Many of these examiners are experienced primary examiners who train 
junior examiners and perform at higher production levels. Because of this mid-career attrition, 
POPA does not believe the agency is expanding the pool of experienced examiners at a sufficient 
rate to meet its needs. 


' Attacluneiit 2. “Attrition of Patent Examiners (including SPEs),” compiled by POPA from USPTO sources such as 
Anniuil Reports and public meetings of llic Patent Public Advisory Conimiucc. 
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Not until one looks out past 15 years of service in the agency does the attrition rate 
significantly drop off This makes perfect sense when one realizes that these employees 
generally have significant investment in retirement plans and have truly made a career at the 

USPTO, 

The USPTO s problems with retention have recently been investigated by the General 
Accountability Office (GAO).'^ In its September 2007 report to Congressman Tom Davis, 
Ranking Member of the House Committee on Oversight and Government Reform, the GAO 
found that: 

from 2002 through 2006, patent examiner attrition has continued to significantly 
offset USPTO’s hiring progress. Although USPTO is hiring as many new patent 
examiners as it has the annual capacity to supervise and train, for nearly every 
two patent examiners it has hired over the last 5 years at least one has left the 
agency. Specifically, USPTO hired 3,672 patent examiners between 2002 and 
2006, and 1,643 patent examiners left the agency during this time. More 
importantly, of those who left, 70 percent had been at USPTO for less than 5 
years, (Report at page 5). 

The results of the GAO investigation correlate w'ell w'ith the attrition data independently 
compiled by POPA and highlights the need to improve retention of examiners, especially those 
with fewer than fifteen years in the agency. 

In response to the GAO report, USPTO Director Jon Dudas sent a letter to Congressman 
Tom Davis, Ranking Member of the Committee on Oversight and Government Reform and the 
requestor of the GAO investigation.’ In his letter, Mr. Dudas attempts to minimize the issue of 
attrition at the USPTO by comparing USPTO attrition to other government and private sector 
entities and by "analyzing and addressing patent-examiner attrition with several innovative 


“Hiiiiig Efforls Are Nol SuITicienl lo Reduce Qie PalenlApplicalion Backlog." U.S. Go\ enuiieiil Accoiiiilabililv 
Office Report No. G AO-()7- 1 1 02, September 2007. 

Attachment 3. Letter from UndersecietawafCoimierce and USPTO Director Jon Dudas to tlie Honorable Tom 
Davis, Ranking Member. Commilicc on Ov'crsighI and Govcnitncnl Refonn, December 4. 2()f)7, 
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techniques since it began hiring in FY2005 ” (See page 4). POPA does not know what 
“innovative techniques” Mr. Dudas is referring too, but tiie attrition statistics in his letter do not 
appear to correlate with previously published USPTO data. For example, the agency has tracked 
attrition of those hired in a particular fiscal year by length of service. The data that we have seen 
shows that the attrition of examiners from the same hiring group having less than three years of 
experience is in the range of approximately 30 to 44 percent of those hired. Mr. Dudas' letter 
only attributes an average attrition rate of 15.5 percent to examiners with 0-3 years experience. 

Furthermore, attempting to minimize the agency’s attrition problems by comparing the 
USPTO to other government agencies or private sector companies is misleading - the fact that 
other agencies or companies have attrition problems does not make the need for the USPTO to 
retain its examiners any less urgent. What is most important is that, from our experience, the 
USPTO could have a lower attrition rate if it treated employees differently. 

Mr. Dudas also sets forth a number of initiatives the USPTO claims to be doing to retain 
examiners. Again, this information is misleading. POPA is unaware of any examiner receiving 
a “retention bonus." The agency is paying recruitment bonuses to new hires, but has not offered 
any retention bonuses to its senior examiners who are every bit as essential to the agency. While 
the agency did obtain an increase in examiners' special pay rate, that increase has already been 
eroded by locality pay increases in 2007 and 2008 for which special pay rates are not eligible. 
Part-time employment is not available to all employees. There are ceilings on the number of 
participants in our negotiated part-time programs. A\vard programs for patent examiners have 
not been changed in many years. Most insulting of all to examiners is the inclusion of the 
onerous “flat goal” pilot - a pilot POPA believes is illegal and so abhorrent to almost all 
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examiners that the agency could barely muster 180 or so volunteers for a 300-person pilot 
program. 

A serious matter likely to negatively effect attrition in 2008 is examiners’ concerns with 
the decidedly anti-employee attitude of USPTO management in negotiations on a new collective 
bargaining agreement. These negotiations have been ongoing for the better part of a year with 
little progress on major topics. Tt is clear from the agency's proposals and discussions that 
USPTO management intends to dramatically curtail important employee rights with respect to 
grievances and performance appraisals as well as rolling back benefits that employees have 
enjoyed for many years. The agency has even refused to commit to treating all examiners fairly 
and equitably, or provide senior examiners with their own offices - things the agency has been 
doing for many years. This is no way to run an agency that needs every examiner it can get. 

When it comes to retention of examiners, the agency's anti-employee actions speak much 
louder than their words. And examiners are very intelligent people. They understand what 
management is really trying to do in these negotiations. 

Finally, the one thing management could do to increase retention, it has consistently 
refused to do for more than thirty years - provide examiners with the time to do the job right. 
More than any other factor, the most common reason examiners leave the USPTO is the 
unrelenting stress caused by the agency’s outdated production system. 

DOING THE JOB RIGHT TAKES TIME 

Patent examination is a labor-intensive job, both mentally and physically. Automation 
can accelerate certain processes such as searching large databases of information, but it cannot 
make the examiner read and understand the results of those searches any faster. To do the job 
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right requires a serious investment, not only in resources such as automated search tools, but in 
real time for examiners to use those tools, examine applications and determine the patentability 
of inventions. 

for many years now, management at the USPTO has sought ways to do the job faster and 
cheaper. They have spent well over a billion dollars on automated search tools - often resulting 
in tools that have not lived up to expectations.^ They have reduced costs, not by developing 
better and more efficient processes, but by no longer funding important examination tools such 
as developing and maintaining the U.S. classification system and the agency’s paper search files. 
And, for more than thirty years the agency has refused to adjust examiners’ production goals to 
compensate for the increasing complexity of technologies, larger and more complex patent 
applications, and an ever-expanding body of both patent and non-patent literature (prior art). 

Examiners manufacture patents. But, as with any manufacturing process, doing it faster 
and cheaper usually results in making a lower-quality product. Patent examining is not immune 
to this fundamental axiom. Al'ter years of trying to do the job faster and cheaper, the USPTO 
now finds itself facing the same criticism that any manufacturer faces when they cut corners - a 
perception by end-users that the product lacks the quality it needs to do the job it was supposed 
to do. 

Examiners, as POPA has often stated, manufacture patents in the high-stress environment 
of a "’legal sweatshop.” They do an arcane job under difficult and antiquated circumstances. 

The USPTO monitors examiner performance using a rigorous goal-oriented production 
and workflow system that measures examiners’ work output (production) in 6-minute 

^ "Ke}' Processes for Managing Patent Automation Stiateg}' Need Strengthening." U.S. Government AccouiitabUiO' 
Office Report No. GAO-05-336, June 2(K)5. 
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increments. Currently, a GS-12 examiner has, on average, about 20.4 hours, spread over one to 
two years, to complete the examination of a utility-type patent application. The agency has long 
recognized that technologies differ in complexity and that some examiners are more experienced 
than others. Primary examiners, those at GS grades 14 and 1 5 with authority to act 
independently, are expected to be much more productive than junior examiners requiring various 
levels of supervision. Under current production goals, some primary examiners in low 
complexity technologies have as little as 11.2 hours per application. Primary examiners in even 
the most complex technologies are only allowed a maximum of 22.1 hours,''* Examiners working 
on design-type applications or plant applications have even less time than those working on 
utility-type applications. On average, these examiners have only about five to seven hours per 
application. 

The USPTO’s production goals have remained essentially unchanged since they were put 
in place in 1976. Since that time, however, the work of examiners has changed considerably. 
Examiners now routinely examine technologies such as biotechnology, nanotechnology, 
bioinformatics, and business methods that were either not patentable or simply did not exist 
when these goals were put in place. Cell phones. Blackberries'’’” and personal computers had not 
been invented. 

Since 1976, patent applications have become more complex. Applications today often 
have larger specifications and higher numbers of claims than applications filed in 1976. 
Applicant-submitted information disclosure statements are sometimes so large that they require 
storage in boxes. The increased complexity of patent applications has been clearly demonstrated 

^■'U.S. Patent and Tnideniiirk Office: Transfonningto Meetthe Challenges of the 21st Centuw." Report of the 
National Academy of Public Admiiiistration for the United States Patent and Trademark Office, August 2005. 
Appendix D, Tabic D-2, 
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recently in studies by Dennis Crouch, Law Professor at the University of Missouri and the author 

of the widely-read patent law blog “Patently-0.”*° Professor Crouch’s data shows that the size 

of issued patent specifications (as determined by word count) has increased linearly with time 

since 1987. His data also shows that the number of both independent claims and total claims has 

grown significantly from 1975 to 2005. Professor Crouch notes that; 

It is important to recognize that the above results are directed to issued claims. In 
most cases, patent applications originally include even more claims that are then 
cancelled during the examination process. 

This data confirms POPA's position that the amount of work examiner? must do during 
examination has increased significantly since the agency put in place its perfonnance goals in 
1976, The increased complexity of patent applications has also been recognized by both the 
USPTO and Congress as evidenced by significant increases in fees for large specifications and 
excess claims. 

Every bit as problematic as increasingly complex patent applications, is the massive 
increase of information that examiners must search to identify relevant prior art. It took the 
USPTO two hundred years to issue Patent No, 5,000,000 on March 19, 1991. Tn the seventeen 
years since, the agency has issued over 2.3 million more. The USPTO issues several thousand 
patents every week. Foreign patent literature is growing at a similar rate. But the growth of 
patent literature is dwarfed by the rapidly e.xpanding amount of non-patent literature - scientific 
and technical journals, trade magazines, catalogs, Internet web pages, etc. - that examiners 
search to determine patentability of an invention. 


Artiicliment 4, "The Rising Size and Complexity of the Patent Document-'' Dennis Crouch. Febniaty 20, 2()()S; 
Data on increased specifications originalh' published on “Patenhj'-O” blog. December 20, 2007; Data on increased 
numbers of claims originally published on "Palcnlly-0” blog. December 23, 2007 
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Trying to do high quality examination of patent applications in 2008 in the amount of 
time examiners were given in 1976 has left examiners angry, stressed-out and demoralized. This 
has been made clear in examiner surveys carried out by both POPA and the GAO. 

In response to the agency’s proposal for aflat goal performance appraisal pilot, POPA 
undertook a survey of examiners in May 2006 to ascertain their views and concerns on the 
proposed flat goal performance plan,“ POPA’s data revealed that one third of examiners work 
unpaid overtime just to keep their jobs! Another third of examiners work unpaid overtime to 
earn performance awards. This excessive use of unpaid overtime establishes the need for the 
USPTO to provide more time to examiners so they can do the job right the first time. 

POPA’s survey results were independently confirmed by the GAO in its September 2007 
report. In a large-scale random survey of examiners, the GAO found that two thirds of 
examiners identified the USPTO's production goals as a primary reason for leaving the agency. 
The GAO also found that 70 percent of examiners worked substantial unpaid overtime to meet 
their production goals. The study found that 42 percent of examiners worked while on annual 
leave in order to make their goals. They also found that “the percentage of patent examiners who 
worked unpaid overtime increased with the length of tenure they had with the agency.”'^ 

Consistent with the agency’s inaction of the last thirty years, the GAO found that ‘This 
extensive amount of unpaid overtime does not appear to be a concern to USPTO management, 
even though the agency has not been able to meet its productivity goals for the last 4 years.” 

In his December 4, 2007 letter to Congressman Davis in response to the GAO report, 
Director Dudas claimed that higher production requirements do not translate to higher attrition 

" Artiicliment 5. •Results of POPA Siin ey On Flat Goal Pilot Program,” Ma\'2(Ki6. 

GAO Report No. GAO-07-1I02. Septeniber 2007, pages 18-19. 

Ihid.. al page 19. 
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and that nearly all examiners exceed production requirements. POPA believ es Mr. Dudas’ 
conclusions are misleading. 

In his analysis, Mr. Dudas has divided the e xaminin g coqts into only two groups - those 
in the Office under three years (<3 years) and those in the Office three or more years (>3 years). 
This statistical analysis skews the results of the >3 year group. It attempts to hide the higher 
attrition rates in the >3 to <15 year group (as shown in POPA’s Attachment 2) by diluting the 
statistic with the production of the more stable >15 year group. Those in the >15 year group 
represent the USPTO's most experienced examiners, the vast majority of them being primary 
examiners. One would naturally expect them to be more productive and, indeed, the agency’s 
production system takes that experience into account in setting examiner goals, 

USPTO data provided to POPA in negotiations indicates that only 55 percent of 
examiners received any kind of monetary award in FY 2006 (the most recent data available). 
Thus, 45% of examiners received no bonus at all for their work. In the same period, more than 
80% of USPTO’s patent managers received from $7,500 to $15,000 cash awards, a fact not lost 
on examiners as they work their unpaid overtime. 

Mr, Dudas' conclusions completely ignore the fundamental underlying truth of the 
“sweatshop’' mentality at the USPTO -just to keep their jobs or to earn productivity awards, 
fully two-thirds of the workforce must woik. unpmd overtime. Many of them work while on 
annual leave to make their production requirements. 

Examiners are professionals. They want to do a high-quality job and gain recognition as 
outstanding employees. Like any employee, they appreciate monetaiy- awards for their work. 

But there are only so many hours in a day. 


Ailaclmicnl 3, Diidas teller lo Cong. T. Davis. December 4, 2007, al page 3. 
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USPTO management has shown by its actions that it wants examiners to take shortcuts. 

It has demonstrated for years its willingness to accept lower quality patents in exchange for 
higher production. It has failed to maintain the U.S. classification system. It has destroyed 
decades of paper patent search files, many of them containing annotations from experienced 
examiners to aid in identifying relevant art. It stopped classifying foreign patent documents and 
non-patent literature using the U.S. classification system. This wealth of information, often 
provided, annotated and/or translated by senior examiners, has been lost to today’s examiners 
and to the American public. It has perennially refused to adjust examiner production goals. 

Examiners have done what USPTO management wanted them to do - take shortcuts in 
the examination process wherever possible. But even with shortcuts, two-thirds of them must 
work substantial amounts of unpaid overtime to meet their goals. 

There is no more slack in the system. If the USPTO truly desires to retain highly skilled 
examiners and have them do the job right, the time has come for the agency to quit making 
excuses and follow the GAO’s recommendation to”, .undertake a comprehensive evaluation of 
the assumptions that the agency uses to establish its production goals.’’ 

It is important for Congress and the USPTO to note that providing examiners with the 
additional time to do the job right the first time does not necessarily require an increase in 
pendency. Providing examiners with additional time per application will result in greater 
retention. Greater retention means more experienced examiners moving more cases. In addition, 
doing the job right the first time increases the certainty that old or obvious ideas will be rejected. 
As this certainty becomes apparent, patent applicants will be less likely to expend the money and 
resources to file patent applications of little or questionable economic value. Indeed, letting 
examiners do the job right the first time may actually reduce application pendency over time. 
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Providing examiners with the time to do the job right should also benefit all Americans 
by reducing the costs of patent litigation - costs usually passed on to the consumer. In a study 
for the National Research Council of the National Academy of Sciences, John L. King calculated 
that providing examiners with a one-hour increase in time would cost the agency about $1 1 .3 
million. King calculated, however, that a one-hour increase in examiner time would reduce 
patent litigation expenses by over $17 million.'^ 

Retaining highly skilled examiners, increasing the quality of patent examination, 
reducing patent application pendency and stimulating the American economy by reducing the 
costs of patent litigation thereby freeing up resources for other purposes, are clearly worthy goals 
of the intellectual property community. It should beequally as clear that providing examiners 
the time needed to do the job right the first time is the most cost-effective means to accomplish 
these goals. 

DOING THE JOB RIGHT TAKES TOOLS 

The ongoing debate on patent reform has helped to focus criticism of the USPTO on the 
perceived failure of patent examiners to find the most relevant prior art references. Examiners, 
however, only have a very limited amount of lime for searching the prior art and identifying the 
most relevant references. To do thejob right the first time, the USPTO must provide examiners 
with search tools that will help them find the most relevant prior art in the shortest possible time. 

Historically, however, the agency has chosen to destroy some of the very search tools that 
many examiners found most useful. USPTO management made a conscious determination to 

King. John L., "Patent Examination Procedures and Patent Quality." Patents in the Knowledge-based Kcononiy. 
National Research CoiiiicU of tlie National Academies, National Academies Press, 2003. pages 54-73 at pages 68- 

70. 
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save office space in its new AJexandria headquarters by eliminating the agency’s voluminous 
paper search files. These files contained copies ofU.S. patents sorted according to theU.S. 
classification system. The paper files also contained foreign and non-patent literature classified 
and placed in the files over the years by examiners in the various technologies. Many references 
contained additional information such as examiner notes and/or color drawings placed there by 
experienced examiners to assist other examiners working in that technology. Prior to the 
development of automated search tools, the paper search files represented the best and most 
comprehensive search tool for locating relevant prior art. They contained a remarkable wealth of 
information found nowhere else in the world. 

Using the paper search files, examiners could draw on the experience of those examiners 
who had gone before. In years past, examiners were given non-examining time to identify 
relevant prior art and place it in the appropriate classified search rile(s). Examiners would often 
add notes and other helpful information to these references to aid themselves and others 
searching in a particular technology. This continuous process resulted in a comprehensive 
database of prior art only available to those at the USPTO. In addition, the very act of placing 
new references in the classified files helped examiners to keep current on developments within 
their respective technologies. When new examiners searched the paper search files, they were 
receiving the benefit of the knowledge and experience of those examiners who had preceded 
them in the technology. This helped new examiners develop familiarity with the prior art and 
helped all examiners in quickly and efficiently finding the relevant prior art for each patent 
application. 

Regrettably, as far back as the niid-1980s, the USPTO began transferring classification 
duties from examiners to technicians. Before long, management ordered that foreign patents and 
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non-patent literature no longer be included in reclassification projects. Eventually, this vital 
source of prior art became all but useless for searching. By the mid-1990s, as planning for a new 
headquarters facility began in earnest, management ended virtually all support for the U.S. 
Classification System and maintenance of the paper search files. 

Today, the paper search files have all but disappeared at the USPTO. The agency 
disposed of all the copies of issued U.S. patents as it prepared to move to its Alexandria, Virginia 
headquarters. Although the remaining foreign and non-patent literature paper search files were 
moved to Alexandria, no new references are being classified and placed in those files and they 
no longer represent a viable search tool for examiners. 

The end result of the agency’s failure to maintain the U.S. Classification System and the 
paper search files is that examiners can no longer benefit from the wsdom and experience of 
prior examiners. Today, each search in a patent application is performed essentially from 
scratch, The agency’ s emphasis on text searching has resulted in a new generation of patent 
examiners inexperienced in the use of the U.S. Classification System. 

Yet, even while it has put all its search eggs in the automation basket, the agency 
continues to fail in providing automated search tools that are adequate substitutes for older 
methods such as the paper search files. The agency has not provided any useful means for 
examiners to electronically annotate patent documents analogous to the paper search files. 

Today, examiners have no meaningful way to share their experience with other examiners except 
by word-of-mouth. Another major perennial frustration for examiners is the agency’s continued 
unwillingness to expend the resources to get all issued patents into a single text-searchable 
database. With the advent of the Automated Patent System in the mid-1980s, the USPTO began 
entering all new issued patents in both text and image searchable form into its issued patent 
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database. Unfortunately, while all issued patents were entered in image format, the text- 
searchable database only goes back to about 1970. Patents issued prior to 1970 have not been 
entered in the database in a readily text searchable form. The agency did submit these older 
patents to optical character recognition but did not correct errors and did not index this database 
in the same manner as the Automated Patent System database. Thus, this database, referred to 
by examiners as the “dirty OCR tile” because of its numerous errors, cannot be readily and 
reliably searched simultaneously with the Automated Patent System database. Examiners 
working in older technologies have to perform two searches of the issued patents to detennine 
patentability of an applicant’s claimed invention. This is one more uncompensated drain on 
examiners’ dme. 

Now, after neglecting the U.S. classification system and eliminating one of the most 
useful and unique search tools in the world - the paper search tiles - the agency wants to finish 
the job of effectively outsourcing the search to patent applicants by obtaining statutory authority 
to require all or nearly all patent applicants to perform a mandatory search and submit an 
Applicant Quality Submission (AQS) in their patent applications. Publicly, the agency maintains 
that patent applicants should share the burden of quality examination with the USPTO by placing 
the most relevant prior art in front of the examiner prior to examination, Tf the AQS would 
actually accomplish this goal and were quality examination the agency’s real reason for wanting 
the AQS, then this would be an admirable undertaking. But such is not the case. 

The USPTO has had regulations in place for many years that places a duty of candor on 
patent applicants. Each individual patent applicant has a “duty to disclose to the Office all 
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information known to that individual to be material to patentability. . This rule, were it 
properly enforced, should be sufficient to place the best prior art known to the applicant in front 
of the examiner. The USPTO does not need another law to make applicants submit prior art, it 
needs to enforce its currently existing rules. 

There is no reason to believe that the AQS will put the best art in front of examiners. 
Should applicant perfomi his^e^ own search, it is highly likely that the applicant would 
electronically search the same patent and non-patent literature databases currently searched by 
examiners, i.e,, the U.S, and foreign patent databases and such commercial non-patent literature 
databases as Dialog™ or STN*^"'. It is reasonable to presume that the applicant may well use 
some of the very same keyword search terms as an examiner. Thus, the applicant’s search is not 
likely to identify relevant prior art that the examiner would not uncover Only in those rare 
circumstances where the applicant is personally aware of some relevant prior art not readily 
available in commonly searched databases, is it likely that the applicant would place the most 
relevant prior an in front of the examiner. In those situations, existing regulations require the 
applicant to disclose that prior an. 

The examiner, however, will likely uncover relevant prior art not identified by applicants. 
Why? Because examiners give patent claims their broadest reason^le interpretation - an 
interpretation not always readily apparent to patent applicants. Applicants are usually much 
more focused on what they truly believe is the critical essence of their invention. Examiners, on 
the other hand, will look at claims more broadly and often reject claims over prior art the 
applicant would never have foreseen. 


37 C.F.R, f< 1,56, 
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Conversely, should applicant contract out the AQS search to a commercial search entity, 
it is equally likely that the commercial seiffcher will search the same databases searched 
regularly by examiners. Therefore, it is unlikely that this search will uncover relevant prior art 
that the examiner would not find during his/her search. 

Tn neither circumstance, is it likely that obscure prior art will be identified and placed 
before the examiner. Neither of these scenarios should be expected to find such obscure art as 
the prior art relied upon in the well-known RIM v. NTP Blackberry case. Only millions of 
dollars and cadres of litigators is likely to uncover that type of prior art. 

The only clear effect of the AQS is to dramatically increase the cost of applying for a 
patent. For some small inventors, this cost may become prohibitive. Why then would the 
USPTO be lobbying so hard for the AQS? 

The real reason the agency wants AQS is to effectively outsource the patent search to 
applicants so that it can ‘“gain efficiency” by reclaiming that search time from examiners thereby 
requiring them to examine more cases. The real truth about AQS is that it is not an USPTO 
initiative to improve quality - it is an initiative to reduce pendency. 

Since first publishing its Century Strategic Plan” in 2002, the agency has attempted 
to outsource the patent search and remove that duty from examiners. Until now, this outsourcing 
effort has been thwarted by the actions of this Subcommittee in requiring a properly 
implemented pilot program prior to authorizing the agency to outsource searches. Now the 
agency is attempting to circumvent those requirements by obtaining statutory authority for the 
AQS, 

POPA believes that the patent search is an integral part of the examination process and 
represents an inherently governmental function that should not be outsourced to the private 
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sector. As the patent search forms the very basis of determining property rights in the United 
States, the search should be pertbrmed by U.S. Government employees free of any conflicts of 
interest - USPTO patent examiners. 

POPA extends its gratitude and commends Subcommittee Chairman Berman, Ranking 
Member Coble and the Members of the Subcommittee for amending the language of H.R. 1 908, 
the Patent Reform Act of 2007, to insure that the AQS cannot be used as a substitute for an 
examiner prior art search. No such language exists in the Senate version, S. 1 145. 

Because the AQS will dramatically increase the cost of protecting innovation in America 
and because its potential benefits are speculative at best, POPA suggests at this time that the 
requirement for the AQS be deleted from the proposed patent reform legislation. POPA believes 
that resources would be better utilized in enforcing compliance with existing USPTO rules 
regarding applicant prior art disclosure. 

WHAT EMPLOYEES NEED TO DO THE JOB RIGHT 

There are several things the Subcommittee can do that POPA believes will have 
significant effects on improving examination quality and reducing pendency of pending patent 
applications. 

Fee Retention 

POPA encourages the Subcommittee to continue working together with their colleagues 
on the Appropriations Committee and with the Administration to insure that the USPTO 
continues to have access to all of its fees. POPA believes that this access, however, must not be 
obtained at the expense of the oversight responsibilities of both the Judiciary and Appropriations 
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Committees. We believe that this oversight responsibility is critical in providing guidance too - 
and in some cases redirecting - the USPTO in the appropriate uses of its resources. 

Put An End To Outsourcing Searches 

The USPTO has wasted considerable and much-needed resources in its attempts to 
outsource patent searches in 2004-2005 and now in 2007-2008 with the Applicant Quality 
Submission. Outsourcing searches will not result in better quality patents and will likely create 
conflicts of interest for applicants. The Subcommittee should put an end to this waste by passing 
legislation that clearly establishes patent searching and examination as inherently governmental 
functions, 

Tmorove Quality and Retention Bv Providing Time For Examination 

For over thirty years. USPTO management has refused to adjust examiner production 
goals in the face of ever-increasing workloads. POPA believes that it is now time for Congress 
to step in and correct this long-felt need. The Subcommittee can do much to improve the quality 
of examination and increase retention of examiners by providing for a direct allocation of time 
for examination. 

The USPTO has two major revenue streams. At the front end of the examination process, 
the agency collects patent filing fees for Filing, Search, Examination, and Excess Claims and 
Specifications. These filing fees represent approximately 30 percent of the agency’ s total patent 
fees, leaving the remaining 70 percent of total patent fees to cover the overhead expenses of the 
agency. Those fees, in the form of Issue Fees and Maintenance Fees, are collected after 
allowance of a patent. 
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POPA asks that the Subcommittee put a fence around the patent filing fees and directly 
allocate these fees to provide time for examiners to examine patent applications. 

Fencing otY USPTO fees for particular purposes is not without precedent - such a fence 
currently exists around USPTO fees collected for trademark applications.^^ 

Provide Appropriate Search Tools 

While many of USPTO management’s decisions regarding paper and automated search 
tiles are now irreversible, POPA hopes that the Subcommittee will work to insure that the agency 
develop better and faster search tools providing the functionality examiners need to improve 
searching and examination quality. 

Examiners need automated search tools that will allow them to annotate references for 
their’s and other’s future reference. Institutional memory is rapidly disappearing as senior 
examiners retire or otherwise leave the agency. Putting in place tools that allow reference 
annotation and providing e.xaminers with the time to do so, will allow today’s examiners to share 
their wisdom and experience with the examiners of tomorrow. 

The USPTO needs to reverse its previous policy of neglect, restore full funding to the 
U S. classification system and develop automated tools to allow examiners to classify and add 
foreign and non-patent references to USPTO databases. There are very few former classifiers 
left in the agency. Before their institutional memory is also lost forever, they need to be put back 
to work training new classifiers and examiners and updating the U.S. classification system so 
that examiners and the public can more rapidly find relevant prior art. The Subcommittee can 
help to improve examination quality by making sure that the agency resumes support of 
classification. 

35 U.S.C. 42(c). 
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Finally, the agency should listen to ex amin ers and apply resources to improving existing 
examiner tools, e.g., cleaning up the “dirty OCR file” and adding the data to the agency’s 
existing text and image searchable patent database. 

Mr. Chairman, Members of the Subcommittee, on behalf of all the patent professionals of 
POPA, T thank you for this opportunity to share with you their concerns. 1 look forward to 
working with you to provide the time and resources that will keep America’s patent system 
strong and allow us to do the job right the first time. 
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file Honorable John Cooym. Jr.. Chairman. Houte Judiciary Commitlee 
The Honorable Aden Specter. Ranhiiii Member. SenMe Jndictary ComnMiee 
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The above wofd count chort shows the results ot o study ot 10.000 
U.S. potents Issued between January 1977 and OeceiTiber 2007. 
Using a software algorithm. I counted the number of words in the 
description portion ot eoch patent. This exetudes cloirm. title, 
abstract, references, ond other Identifying information. To ampBty 
the results. I added two trencHnes. The first trend-Jne runs from 1977 
to 1987 and hos essentially no slope — Indicating that the length of 
pTotents remoined steody over those yeors. The second trend-line 
njns from 1987 - 2007 ond hos o cieorly positive trend-*ne indicafing 
that the number of words is increasing over time. Because of the 
large sample size. I om very confident (99.9% Cl) Ihot ihe overage 
potent length has been steoetty inaeosing. 

For further information. See Dennis Crouch. Does Size Moffer? 
Counfir>g Words in Potent Specifications. Paientiy-O (Dec. 20. 2007) 
online ot: 

http/y www.DotentIvo com/Dotent/2007/ 1 2/does-size-motte.hlml . 
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The obove claim count chart jhows lh« result of a study of 28.000 
U.S. patents issued between January 1977 and December 2005. 
Each patent has at least orte "independent claim" and may irK:lude 
additional "dependent ckiims." Using a software otgorlthm. I 
counted the number of totol cloims and also independent claims for 
each patent. Because of the kxge sample sire. I am very confident 
(99.9% Cl) thot the overage number of both total claims ond 
Independent claims are increosing over lime. The chart shows this 
result for total claims. The chart's scale may mask the similar trer>d 
showing thot Independent claims hove increased by almost 50% 
over the 28 year time period. 

It is important to recognize that the above results ore cfrected to 
issued claims. In most cases, patent applications originally include 
even more claims that ore then cancelled during the examination 
process. 

For further information. See Dennis Crouch. Rising Claim Counts. 
Potently-O (Dec. 23. 2007) ot: 

htlp:/ywww.potenllYO.com/potenl/2007/ 1 2/f)sina-cloim-co Jttmi. 
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Mr. Berman. Well, thank you very much, Mr. Budens. 

And Mr. Kasper, why don’t you conclude for us, and then we will 
have questions? 

TESTIMONY OF ALAN J. KASPER, FIRST VICE PRESIDENT, 

AMERICAN INTELLECTUAL PROPERTY LAW ASSOCIATION, 

SUGHRUE, MION, PLLC, WASHINGTON, DC 

Mr. Kasper. Thank you very much, Mr. Chairman and Members 
of the Subcommittee. I am pleased to have the opportunity to 
present the views of AIPLA at this oversight hearing on the U.S. 
Patent & Trademark Office, an entity vital to maintaining Amer- 
ican innovation. 

Since my time is limited, I will highlight only a few of the points 
made in my written statement. I will focus on current procedures, 
practices and administration of the patent examination process 
that I and other practitioners find are resulting in delays and 
added costs to applicants, and we believe to the office, as well. 

First, I would like to express my appreciation to the thousands 
of dedicated patent examiners in the USPTO without whom the 
system simply could not function. We believe, however, that their 
jobs and their efficient processing of applications could be facili- 
tated if steps are taken to change the adversarial culture that ap- 
pears to exist in the USPTO. 

For example, if examiners, following their detailed review of a 
claimed invention and a prior ART that their search has identified, 
were encouraged to make suggestions to applicants for amend- 
ments to the claims. We believe that more applications could be ex- 
amined better and more efficiently. 

While such suggestions may not be accepted in every case, they 
would surely lead to a rapid narrowing of issues and a meeting of 
the minds as to what language best defines the patentable subject 
matter. Extended prosecution through RCEs or continuations could 
be avoided in many cases. 

Second, overly formalistic rules that are strictly applied and re- 
sult in frequent notices of noncompliant responses requiring writ- 
ten replies within specified periods should be relaxed. Often, the 
ensuing delays and costs to correct these deficiencies could be 
avoided with an informal communication to the applicant, permit- 
ting the examiner to amend or annotate the application, showing 
a correction of the error. This too would speed processing. 

While formal errors in papers filed by applicants should not 
occur, the rigidity with which the office approaches them is in dra- 
matic contrast to the manner in which it treats deficiencies in com- 
munications from the office. For example, the failure to list rel- 
evant prior ART in certain forms, or a failure to fully complete 
other forms, requires applicants to make unnecessary requests for 
correction so that a complete and accurate record in the file history 
is obtained. 

A greater stress on thorough and competent supervision of the 
entire work product before it is mailed from the USPTO would en- 
hance the overall quality of the examination process and save both 
applicants and the office time and money. The greater emphasis on 
avoiding formal errors and resolving them more expeditiously at all 
levels should be coupled with appropriate metrics for the examiner. 
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support staff and supervisor performance, and matched with better 
training of and incentives for all PTO employees. 

My final comments on USPTO procedures concerns the pre-ap- 
peal submission process outlined in Director Dudas’s testimony. 
This procedure was intended to avoid unnecessary appeals and 
save costs. It was universally welcomed by applicants when an- 
nounced. However, its full potential has not been realized in prac- 
tice. 

In reality, the reviewing panel of preferably three persons typi- 
cally includes the examiner and his supervisor, thereby skewing 
the process against applicants. At least two senior examiners not 
involved with the application should be part of any reviewing 
panel. 

Lastly, in my experience as an examiner, in-house attorney and 
outside counsel, I found the European practice of placing reference 
characters from the description into the claims to be immensely 
helpful as a roadmap to efficiently understanding the invention as 
claimed. We have recommended that this practice be adopted by all 
three trilateral patent offices. 

Unfortunately, current U.S. law as interpreted by the courts ef- 
fectively precludes such practice by allowing courts to reach restric- 
tive claim interpretations or impose an estoppel. A legislative fix to 
this problem is needed so that reference characters can be placed 
in the claims of U.S. patent applications and issued patents. 

Such a legislative fix, together with an amendment relieving ap- 
plicants from a statutory obligation to include certain legends in 
applications rather than accompanying documents would facilitate 
adoption of an international common application format with at- 
tendant cost savings. 

I wish to thank the Subcommittee for the opportunity to present 
these views, and I would be pleased to answer any questions you 
may have. 

[The prepared statement of Mr. Kasper follows:] 
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Mr. Chairman and Members of the Subcommittee, 

1 am pleased to have the opportunity to present the views of the American Intellectual 
Property Law Association (“AIPLA”) at this oversight hearing on “The U S. Patent and 
Trademark Office.” Let me express our appreciation for your continuing interest in this vital 
government office. 

AlPLA is a national bar association of more than 17,000 members engaged in private and 
corporate practice, in government service, and in the academic community. AlPLA represents a 
wide and diverse spectrum of individuals, companies and institutions involved directly or 
indirectly in the practice of patent, trademark, copyright, and unfair competition law, as well as 
other fields of law affecting intellectual property. Our members represent both owners and users 
of intellectual property, and therefore have a keen interest in an efficient and smoothly functioning 
Office. 

As outlined in my biography, 1 began my career in patent law as an Examiner in the United 
States Patent and Trademark Office (“USPTO” or the “Office”), worked for over 15 years in- 
house in a corporate setting, and have been a partner in an TP firm here in Washington, DC for 
over 20 years. My practice involves patent prosecution, litigation, opinions and client counseling 
in the patent field, and 1 have both domestic and foreign clients. My firm, Sughrue Mion, PLLC, 
is an TP boutique with over 100 TP professionals that filed over 7,000 U.S. patent applications and 
obtained over 3,300 U.S. patents for their clients in 2007. Many of the applications filed in the 
USPTO are based upon international applications that were previously filed under the Patent 
Cooperation Treaty (PCT) and the majority of our U.S. applications are filed in parallel in other 
patent offices, particularly those in Japan, Europe, China, Korea and India. 
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Tn preparing for this hearing, I draw from my professional experience and that of my 
colleagues in my firm and in AlPLA. 1 also draw upon a variety of roles that 1 have played over 
the past few years in connection with AIPLA activities. In that connection, I served as chair of an 
ad-hoc Special Committee on the USPTO Strategic Plan for 2007-2012, as the leader of an AIPLA 
delegation that participates as one of two U S. IP associations in the Industry Trilateral, and my 
recent experience of participating on behalf of AIPLA in a 'Tbcus group"’ conducted by a 
consultant working for the USPTO under the auspices of the Patent Public Advisory Committee. 
In this latter capacity, I had the opportunity to hear the views of other patent practitioners 
regarding the challenges and problems they see presently confronting the USPTO. Thus, while 
there has been insufficient time to conduct a survey of AIPLA’ s members, I believe that the 
comments that I will offer this afternoon represent the views of many practitioners who work daily 
with the USPTO. 

General Background 

Patent Prosecution Process 

At the risk of providing background already known to the Members of the Subcommittee, I 
would simply like to note briefly that the U.S. Patent law (35 USC 1, el seq) grants a limited term 
right to exclude others from making, using, selling, offering to sell, and importing an invention in 
consideration for a clear and enabling public disclosure of an invention, including the manner of 
making and using the invention. The grant is based upon a patent application filed with the 
USPTO that has a written disclosure, typically including drawings, that must enable one of 
ordinary skill in the relevant technology to make and use the invention. The application also 
includes claims, which are single sentence statements that define the invention and delineate its 
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scope, based upon differences that the Applicant perceives the invention possesses over the prior 
art known to the Applicant at the time the application is filed. 

During examination of the application, the Examiner will search for and evaluate the prior 
art as well as assess whether the claims are too broad or are indefinite. The Examiner’s initial 
assessment of the patentability of the claims, against the standards for patentability defined by the 
statute, is identified in an ''Office Action” that states the Examiner’s assessment of the 
patentability of the invention in light of the relevant prior art. In response to the Examiner’s 
position as expressed in the Office Action, the Applicant will respond with arguments to further 
clarify the invention or may further amend the claims to define over the cited prior art. 

If the Examiner disagrees with the reply, the next communication may be a “final” Office 
Action in which at least some or all of the claims are finally rejected, while some others also may 
be allowed (i.e., considered patentable). Tf some claims are finally rejected, under existing 
USPTO practice, the Examiner will often repeat the previous basis for rejection and provide a 
“Response to Arguments” that is intended to address the arguments or amendments submitted by 
the Applicant and focus the issues that remain for resolution, through appeal or further 
prosecution. 

In accordance with current USPTO rules, the Applicant may file a Response to the “final” 
Office Action but may not further amend the claims, may not submit evidence in support of 
patentability, and may not even conduct an interview with the Examiner, without the filing of a 
Request for Continued Examination (RCE) or a continuation application. Substantive interviews 
or other contact between the Applicant and the Examiner after final Office Action are discouraged. 
Thus, an Applicant’s options after a “final” rejection are to file an RCE or continuation 
application, appeal the Examiner's final rejection or abandon the application. 
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The cost for an RCE or continuation application, including government fees and service 
charges, is approximately the same as that for filing the original application. In my experience, 
the RCE is by far the more popular option selected by an Applicant in order to continue the 
process of seeking a patent. 

Diversity of Reasons for Filing U.S. Patent Applications 

As indicated in my biography, T have had substantial experience as a USPTO examiner, as 
an in-house lawyer and as outside counsel for patent Applicants. This experience has provided me 
with detailed knowledge of workflows, costs and budget considerations related to the filing and 
prosecution of U.S. patent applications, as well as the enforcement of resulting patents through 
litigation and licensing. On the basis of that experience, 1 have observed that Applicants have a 
wide variety of reasons for filing a patent application and seeldng to obtain a U.S. Patent. 

Tn the vast majority of cases, the inventions relate to actual products or processes that have 
been developed by the inventor or his employer. Thus, two major goals for such applicants are (1) 
to provide a public disclosure of an idea so that such disclosure serves as a barrier to patenting by 
competitors, and (2) to secure claims directed to the particular features of the commercial 
embodiment of a product that contains the invention to protect against the copying of that product. 
Tn other words, in my experience, the perspective of the majority of Applicants is simply to obtain 
a patent that reasonably covers their commercial product or process. There certainly are 
Applicants that are willing to exhaust all administrative and legal options in order to obtain the 
broadest possible coverage for their invention. 

Determining the Meaning of Claims 

In addition, based upon my prior experience, T am mindful of the challenges faced by 
Examiners, the public and even Applicants and their representatives to efficiently review and 
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assess the scope and meaning of claims in an application or issued patent. Any given word or 
phrase may have different meanings and different scope to different individuals. Applicants who 
provide Examiners guidance with regard to the meaning of claim terminology run a risk, however, 
that an unintended restriction on the scope of the invention may result based upon principles such 
as prosecution history estoppel, as explained by the Supreme Court in the Festo case {Fesw Corp. 
V. Shoketsu Kinzoku Ko^'okahtishiki Co. 535 U S. 722 (2002)). Moreover, comments made 
during prosecution may have an adverse effect on the enforcement of patents based upon 
principles of inequitable conduct, and may unduly affect the interpretation that a U.S. District 
Court may give to the meaning of claim terms during litigation. Because of this adverse effect, 
there is a reluctance on the part of Applicants and their representatives to identify the relationship 
between claims and the original disclosure, to characterize the invention and the prior art during 
prosecution, and to explain the basis for amendments to the claims during prosecution. 

Risk of Charges of Inequitable Conduct 

Lastly, 1 wish to note the existence of the duty of disclosure that is placed upon Applicants, 
their representatives and others involved in the prosecution of an application under the Patent 
Rules (37 C.F.R. § 1.56), and the manner in which such duty is discharged with respect to relevant 
prior art by the filing of an Information Disclosure Statement (IDS) as provided under the Rules 
(37 C.F.R. §1.97 and §1.98). Where Applicants are aware of prior art that is material to the 
examination of a patent application before the filing of the application, or they subsequently 
become aware of such prior art, for example due to citations during prosecution of corresponding 
applications in other countries, a disclosure of such art to the U.S. Examiner through an IDS is 
required. Given their source, these types of documents often are not in the English language and 
often are merely cited by other offices as sources of background technology. The relevance of 
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such documents is summarized in search reports or brief comments by the Examiners in other 
offices. Typically, other published patents that correspond to a cited prior art reference are 
identified by number and country in the report. Also, typically, an English language Abstract of 
the reference is available that summarizes the disclosure of the references, and such an Abstract 
currently is accepted by the USPTO in satisfaction of the duty of disclosure. 

Costs of Preparation and Prosecution 

The costs to prepare and file a non-provisional utility patent application are substantial and 
are reported in the AJPLA Report of the Economic Surv'ey 2007. For example, the preparation 
and filing of an original application of minimal complexity (10 page specification, 10 claims) on 
average by a firm having my firm’s size is $8,548.00. Similar costs exist for relatively complex 
biotechnology/chemical cases ($15,398.00), relatively complex mechanical cases ($11,482.00) 
and relatively complex electrical/computer cases ($13,684). The average cost for filing an 
Amendment in a case of minimal complexity is $2,244,00, in a relatively complex 
biotechnology/chemical case is ($4,448.00), in a relatively complex electrical/computer case is 
($3,910.00) and in a relatively complex mechanical case is ($3,506.00), (Pages T-78, T-79 and T-80 
of the Survey). The government fees related to such filings are the same (unless the Applicant is a 
small entity) -- $1,030.00. The cost for filing an RCE is $810.00 plus a service charge, which in 
the case of my firm, is $350.00. The cost for filing of a continuation application is $1,030.00 plus 
a service charge, which in the case of my firm is $585.00. 


Costs, Pendency and Quality 
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At the outset, T would like to acknowledge the difficulties the USPTO faces in processing 
the ever increasing number of patent and trademark applications it receives. These difficulties 
have been exacerbated by the diversion of fee income in years past, which prevented the Office 
from hiring and training the qualified staff it needed to handle its workload. The USPTO has been 
in a catch-up mode for the last few years, when it finally has been appropriated essentially all of 
the fee revenues it has received. Of course, members of this Subcommittee are keenly aware that 
the quality and pendency problems confronting the Office can be directly traced to the diversion of 
USPTO fee revenues. The beginning steps taken to address these issues made possible by the last 
four Appropriation Acts demonstrate the absolute necessity of the Office retaining and using its 
fee revenues, as would be guaranteed by the amendment to S. 1 145 sponsored by Senator Coburn. 
The Office must have such a guarantee of full funding in order to intelligently plan for the 
recruiting, training and retaining the numbers of qualified Examiners needed to overcome the 
challenges it faces. 

Strategic Plan 

The USPTO identified a broad spectrum of solutions to meet these problems in its draft 
Strategic Plan for FY 2007-2012, as published in the Federal Register on August 24, 2006 (71 
Fed. Reg. 50048). AIPLA submitted comments on the draft Strategic Plan in a letter to the 
USPTO dated October 6, 2006. In its comments, AIPLA stated its strong support for the stated 
goals of quality, certainty, cost effectiveness and accessibility, but encouraged greater emphasis by 
the USPTO on transparency, accountability and sensitivity to the costs and risks of USPTO 
policies to users and their representatives. AIPLA also expressed its support for programs to 


provide Examiner retention, including pilot programs to investigate satellite offices, compensation 
initiatives, diversity of career paths and enhanced resources and office support. 
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While many of the initiatives identified in the Strategic Plan published in 2007 were 
focused on quality, the main focus of the programs subsequently announced by the USPTO is on 
the establishment of additional responsibilities and restrictions on Applicants, for example, in 
connection with the Rules packages on continuations and claims, as announced on August 21, 
2007 (72 Fed. Reg. 46715), The implementation of these specific Rules have been preliminarily 
enjoined and is currently under review by the U.S. District Court for the Eastern District of 
Virginia. 

The Office published a Notice of its intent to engage the patent community in the 
development of an objective set of review criteria that could be applied across its examination 
processes on July 24, 2007 (72 Fed. Reg. 40286). It also announced its intention to study patent 
Examiner production goals on October 4, 2007 and stated an intention to review assumptions 
underlying current production standards in order to encourage a fresh look at production in a 
manner that will motivate employees, improve its work environment and enhance the quality and 
efficiency of the patent examination process. However, no additional initiatives that are related to 
quality and are focused on Examiners have been announced since the publication of the final 
Strategic Plan. Accordingly, in anticipation of the establishment of further initiatives, 1 would like 
to take this opportunity to identify a number of problems that those of us on the front lines of 
patent practice have experienced. Let me begin with some patent examination issues. 

Patent Examination Issues 

As already noted, in my experience, the vast majority of Applicants wish to obtain a patent 
so that their idea is disclosed to the public and serves as a barrier to competition, but also covers 
the particular product that embodies the invention. In the interest of cost saving. Applicants often 
forego seeldng the broadest possible protection. In those rare cases where an Examiner on his/her 
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own initiative suggests limitations to a claim that would overcome prior art, the frequent response 
by Applicants is to accept reasonable proposals, notwithstanding the strength of the Applicant’s 
substantive position or the likelihood of success on appeal. I believe that, if the culture of the 
Office were to encourage Examiners to propose claim amendments that would, at least in the 
Examiner’s view, distinguish the claimed invention over the prior art, the need for further 
amendment, filing of RCE or continuation applications and appeals, and their attendant costs, 
could be avoided. In other words, the desired benefits of shorter prosecution and lower costs to 
both Applicants and the Office could be attained. 

Examiner Adversarial Approach 

Tn general, however, Examiners do not provide such suggestions and the current 
production goal system encourages extended prosecution. Even where interviews are held 
between an Applicant and an Examiner in order to identify patentable subject matter, there is a 
reluctance on the part of the Examiner to suggest or even commit to further claim limitations or 
modifications that would result in allowable claims and thereby shorten the prosecution process. 
As a result, an Applicant is forced to guess what an Examiner might accept, and then tile a 
Response with the hope that the Examiner does not find some further, previously undisclosed 
interpretation of the claims or the prior art that results in yet another rejection. 

The foregoing example suggests the existence of an underlying adversarial approach that is 
compounded by both the failure of Examiners often to address all arguments made in a reply by 
the Applicants or to fully explain their interpretation of the prior art. All too often, the specific 
teachings of the prior art and the Examiner’s technical description of how the prior art meets the 
limitations of a claim are omitted from the “Response to Arguments” that the Examiner is required 
to provide. 
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Riaid Application of Rules 

Further, formality reviews of responses and papers submitted by Applicants to the Office 
are often unnecessarily technical and rigid, resulting in waste and inefficiency. For example, 
where an Applicant erroneously designates a claim in an Amendment as “currently amended” or 
“previously presented” or “original”, a “Notice of Non-Compliant Amendment” is mailed to the 
Applicant, thereby further delaying the processing of the application. Often, the delays and costs 
related to this procedure could be avoided with an informal communication to the Applicant, 
permitting an Examiner's amendment to correct the error, or a comment in a subsequent Office 
Action. Similar issues arise with respect to informalities in Appeal Briefs, Reexamination 
Requests and Reissue Requests. 

Quality of Office Communications 

While such formalistic errors by Applicants should not occur, the rigidity with which the 
Office approaches them is in dramatic contrast to the manner in which it treats the formalities 
governing communications by the Examiner with Applicants. All too often, an omission or error 
in an Office Communication results in additional costs and delays due to procedural errors, 
incomplete work, inconsistencies in stated positions within an Office Action and errors in law. 
For example, from time to time, prior art that has been discussed in an Office Action is not listed 
in a standard USPTO form (PTO 1449), even though such listing is required to ensure that the 
cited art will be identified in the published patent, once issued. Similarly, the Office Action 
Summary, which accompanies each Office Action prepared by the Examiner and contains a 
variety of boxes for checking the current status of the application, its content and received papers, 
is frequently incomplete. Applicants often must make multiple requests to the Examiner before 
the record is made complete. 
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Yet a further example of incomplete examination, often experienced by Applicants is the 
failure of the Examiner to consider highly pertinent prior art that is expressly identified during an 
earlier international search of the related PCX application and listed in an International Search 
Report. 

The foregoing are common errors and, I believe, could be addressed by a greater stress on 
thorough and competent supervision of the Examiner’s work product before it is mailed from the 
USPTO. Initiatives identified in the Strategic Plan included enhanced measurement of Examiner 
work product quality, better supervisory training, and the establishment of relevant quality metrics 
and measurements for these significant details. 

This apparent lack of uniform supervision is further exemplified by the all-too-frequent 
failure of Examiners and supervisors to return telephone messages, even multiple messages, 
forcing extensions of time. This problem is exacerbated by Examiners who have full voice 
mailboxes or mailboxes that simply do not work. 

Administrative Processes 

Problems with regard to such procedural issues, as contrasted with substantive issues, are 
also found in the administrative areas. Numerous instances of errors by USPTO clerks in 
preparing filing receipts and other documents often require correction by Applicants, adding to 
costs for both the Applicant and Office. Further, all too often, USPTO clerks fail to promptly 
enter E-filed amendments into PALM, so that an Examiner cannot act promptly on a response and 
issue an Advisory Action in sufficient time for an Applicant to avoid having to pay an extension 
fee. 

Pre Appeal Conferences 
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T would offer a final comment with regard to what appears to users to be an inherent bias 
present in the pre-appeal submission process. Under this process, in effect since 2005 as a pilot, 
following a final rejection of claims and concurrent with the filing of a Notice of Appeal, an 
Applicant can submit a “pre-appeal submission” that summarizes and highlights what it believes 
are errors in factual findings or legal analysis by an Examiner. Ideally, the “panel” comprises 
three members, including the Examiner, who will evaluate the reasonableness of the Examiner's 
position. This procedure, the purpose of which was to avoid the expense and time of an 
unnecessary appeal, was universally welcomed by Applicants, but its full potential has not been 
realized in practice. All too often the “panel” includes the Examiner and the supervisor originally 
responsible for the case, giving the third Examiner a minority position from the beginning. 
Moreover, as recently experienced, the “panel” may include only the Examiner and the supervisor. 
Possible Solutions 

As solutions to the foregoing problems, I would encourage the Office to restore a more 
positive climate for examination, including improvements in the diversity and quality of 
opportunities for professional development so that Examiner retention may be improved. 
Chronically poor performers, including Examiners and supervisors, should be addressed. 
Examiners should be encouraged to be more pro-active, offering suggestions of claim limitations 
or amendments that the Examiner would consider adequate to overcome rejections. Further, 
Directors of technology centers should closely monitor the quality of supervisory review of 
Examiner work product and initiate programs to enhance higher quality supervision. For example, 
applications having more than three Office Actions on the merits should be investigated, and spot 
checks of the work of a supervisor/Examiner temn should be conducted more frequently than at 
present. The Office should also institute better policies procedures and supervision of clerical 
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functions with a view to reducing work that costs Applicant time and money, particularly with 
regard to filing receipts. Finally, with regard to pre-appeal submissions, at least two senior 
Examiners not involved in prosecution of an application should be involved in any review of such 
submissions. 

By implementing these changes, I believe that costs to the Office and Applicants can be 
decreased, the time for prosecution of applications and resulting pendency would be reduced and 
the overall quality of the resulting patents would be improved. 

Since this is an oversight hearing on the USPTO as we know it today, I am limiting my 
comments to the situation as it exists today. However, I would not like to leave the topic of costs 
to both the Office and Applicants without mention of the “Patent Reform Act of 2007.” While that 
pending legislation is not the subject of today’s hearing and it would be premature to offer any 
definitive comments on its costs, it will clearly increase the USPTO’s costs of operation as well as 
the costs for applicants to obtain patents. Administration of a post-grant opposition system would 
add costs to operating the Office and present a challenge to the USPTO to find a sufficient number 
of qualified individuals to serve as Administrative Patent Judges. On the Applicant’s side, the 
mandatory search and patentability analysis requirements will significantly increase the costs of 
filing patent applications, and increase the risk that charges of inequitable conduct will become 
more dominant in patent litigation. As indicated, until the final shape of the legislation is known, I 
would simply note that there will be cost consequences and operational challenges. 

industry Trilateral Initiatives 

The “Industry Trilateral” is an industry group from the three jurisdictions served by the 
Japan Patent Office (JPO), the European Patent Office (EPO) and the USPTO. The membership 
includes the Japan Intellectual Property Association (JIPA), BUSINESSEUROPE, and both IPO 
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and ATPLA for the United States. The organization was formed in 2004 and meets approximately 
twice annually to address issues concerning costs reduction, workload sharing, pendency reduction 
and efficiency in the patent and trademark prosecution areas. Among its projects are initiatives to 
define a single search mechanism through which search results by one office can be shared with 
and utilized by other offices and a common application format that all three offices would accept. 
The use of this common application format alone would provide users an estimated savings of 
$300 million annually, to say nothing of the savings by offices themselves. 

A common application format was proposed by the Industry Trilateral in 2006 and was 
partially adopted by the Trilateral offices (USPTO, JPO, and EPO) in 2007, but substantive issues 
contained in the Industry Trilateral proposal which would represent the vast majority of savings, 
were deferred. 

One such recommendation is for the United States to amend its law to permit reference 
characters from the detailed disclosure of an application to be used in the claims as initially filed 
in an application without the creation of an estoppel limiting the interpretation of the claims. The 
inclusion of reference numerals in the claims and Abstract of an application would provide a 
convenient reference for Examiners, third parties and even Applicants who wish to easily correlate 
the disclosure of an application or a patent to the claimed subject matter. From personal 
experience in each of these roles, T know that substantial efficiencies would be obtained. 
Although the USPTO has taken the position that such reference numerals should not limit the 
claims, courts are not bound by USPTO policies and have acted to limit the interpretation of 
claims based upon these and similar correlations between the disclosure and the claims. Thus, in 
order to avoid such restrictions. Applicants and their representatives avoid providing such 
correlation in public documents. As suggested above, in order to encourage such practice, the 
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U S. Patent Statute would have to be amended to provide an exemption for such correlation 
provided in the application as filed. Subsequent correlations provided during prosecution would 
continue to be subject to established rules governing estoppel and claim interpretation. 

Another recommendation would be to remove the statutory requirements to include 
'‘legends” in applications (statements identifying the origin of federal funding of inventions in 
applications and the domestic priority of an application). With regard to such legends, alternative 
approaches, such as the use of the application data sheet, would avoid the need to amend 
applications while still providing the necessary notice to the public. 

USPTO Disciplinarv Rules and Inequitable Conduct 

Another topic that T believe is important to address at this time concerns the current 
activities of the USPTO with regard to proposed disciplinary rules and inequitable conduct issues. 
The conduct of attorneys and agents who practice before the USPTO is subject to regulation 
according to statute (35 U.S.C. §2(b)(2)(D)). Practitioners may be disciplined for failure to comply 
with established regulations (35 U.S.C. §32). The Office of Enrollment and Discipline (OED) is 
charged with responsibility to monitor and investigate conduct that may violate USPTO 
regulations. 

Proposed rules governing enrollment and discipline were published by the USPTO on 
February 28, 2007 (72 Fed. Reg. 9195), ATPLA submitted comments to the Office on May 26, 
2007. None of those provisions concerned USPTO Rules 37 C.F.R. §10. 18(b)(2) or 35 
U.S.C. §1.56. We understand the proposed rules have been revised and are being reviewed by 
0MB, but they have not yet been officially promulgated. Tn public presentations by the USPTO in 
the fall 2007, however, the proposed changes were summarized and included some troubling 
proposals that were not presented as part of the original rules package. These proposed changes 
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are based on the duty to make reasonable inquiry, consistent with Rule 10. 18(b)(2), and the duty 
of disclosure (Rule 56). 

The public presentation by the USPTO includes examples of improper conduct that may be 
a basis for disciplinary action and a finding of inequitable conduct. On the basis of the yet-unseen 
revisions of Rule 10.18(b)(2), the Office has publicly stated that petitioners submitting papers 
must read each paper in its entirety, regardless of the source. Such a requirement is particularly 
problematic for foreign language documents, large documents provided by an applicant, or 
complex documents provided by an applicant. First, such documents may be provided on the 
basis of search reports and other corresponding applications and may have no specific relevance to 
the invention in the U S. application. Alternatively, only a specific portion of the document may 
be relevant and only that portion translated. Finally, some documents may be cited solely for 
background purposes by another Office. 

A requirement to have the entire document reviewed by a practitioner before submission 
would be burdensome at best, extremely expensive, and ultimately of little or no benefit to the 
Office or the Examiner. Nonetheless, failure to conduct such review has been identified by the 
USPTO in these recent presentations as a basis for inequitable conduct. Further, the Office is 
apparently taking the position that there is a continuing duty to review such documents for each 
claim, while pending, until withdrawn. Thus, following each amendment of the claim, the 
references must be reviewed again. 

The foregoing has never been considered a basis for a violation of USPTO ethical rules nor 
even generally a basis for an ethical problem or for inequitable conduct. Indeed, there never was a 
proposal by way of a rule change that would have permitted the public to comment on this 
proposal. 
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Nonetheless, the public presentations by the USPTO give the impression that this now is 
the practice to be followed. The statements in the USPTO presentation may be asserted to a court 
in litigation to represent acts supporting a finding of inequitable conduct and serving as a basis for 
unenforceability of a patent despite the fact that such a rule has never been proposed, discussed 
with users, or promulgated. 

These comments are offered to illustrate the dangers and damage that can be caused where 
highly sensitive and legally significant issues are addressed by the USPTO prior to any public 
vetting and opportunity for input. 

Rules Packages 

Lastly, T would like to address the variety of rules packages that have been proposed by the 
USPTO and published for comment. The packages containing limitations on continuations and 
claims, issued as final rules August 21, 2007 (72 Fed. Reg. 46715), were to go in effect on 
November 1, 2007, but are now on hold and awaiting a decision by the U.S. District Court for the 
Eastern District of Virginia. A package related to changes in the requirements for an Information 
Disclosure Statement (IDS), which we understand has been approved by 0MB, has not yet been 
released. Other rules packages involving appeals and multi-invention alternative claims, with a 
goal to improve patent quality and reduced pendency, have been proposed, but have not yet been 
finalized. 

1 wish to make clear that both the practitioners’ bar and users acknowledged the need for 
solutions to the pendency and quality problems identified by the USPTO. Users and the bar have 
consistently voiced their willingness to work with the USPTO to find solutions, and ATPLA has 
supported reasonable limits on claims and even financial incentives to implement such limits, but 
without loss of rights. Users and the bar stand ready to work with the USPTO through a dialogue 
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in which the interests of all stakeholders are recognized. A key to any solution, however, is the 
avoidance of requirements that foster charges of inequitable conduct or force undue limitations on 
the scope of protection that can be provided for an invention. As stated by the Courts, charges of 
inequitable conduct are a plague on the patent system and any initiative to address the pendency 
and quality problems should avoid exacerbating this significant issue. 

Conclusion 

1 wish to thank the Committee for the opportunity to present these views and 1 look 
forward to any questions that you may have concerning the observations and solutions that have 
been presented. 
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Mr. Berman. Well, thank you very much. A number of issues 
raised. 

I will recognize myself for 5 minutes. 

There is a tension here between pendency and all of the nega- 
tives caused by that, and quality. And in a way, all of you have 
spoken to this issue. 

At this point, I would like to just engage, maybe even in a bit 
of a dialogue back and forth, Mr. Dudas, Ms. Nazzaro and Mr. 
Budens on how we can accommodate this tension, deal with the 
terrible pendency problem and deal with some of the quality issues 
that you address in the context of goals and working conditions and 
requirements. So let me just ask a few questions. 

First, to Ms. Nazzaro, I want to clarify one point in your report. 
Your report found that, within a 1-year period, 70 percent of patent 
examiners worked unpaid overtime to meet their production goals. 

Did these examiners occasionally or consistently work unpaid 
overtime to meet their goals? Was this a — sort of a once in a while 
kind of situation, or was this a regular? And to what extent, if you 
know, did examiners work unpaid overtime to make production bo- 
nuses? 

Ms. Nazzaro. The second part I can answer quicker. We don’t 
know whether the intent of working the overtime was to meet the 
production goals. We didn’t ask that question. But of the 70 percent 
that said that they worked overtime, five said they worked less 
than 1 hour, 62 percent said they had worked 1 to 10 hours, 23 
percent said 

Mr. Berman. Over what period of time? 

Ms. Nazzaro. It is over the past 12-month period how much 
overtime worked per biweek. 

Mr. Berman. Okay. 

Ms. Nazzaro. Twenty-three percent said they had worked be- 
tween 11 to 20 hours, 5 percent said they worked 21 to 30 hours, 
and 5 percent said they had worked more than 30 hours. So that 
is worked per biweek in the 12-month period. 

Mr. Berman. Okay. 

Mr. Dudas, after the GAO report came out, the USPTO issued 
a press release in October stating that it will review assumptions 
the agency uses to establish production goals for patent examiners. 
What steps thus far has the agency taken to study these assump- 
tions? When do you think we will have the results of your study? 
And will these results be made publicly available? 

Mr. Dudas. Since that time, we have begun to look particularly 
at breaking down attrition and retention numbers not just across 
the board but specifically based on year. And we found that, as 
things are more focused, when you get more focus on things, you 
see patterns that begin to develop. 

I will ask that we put up a chart that shows that attrition 
throughout the USPTO is high in the first 3 years. As it gets past 
the first 3 years, it drops to about eight, six, four, three, two, one, 
and drops down dramatically. So we recognize — that is not the 
right one, the one — the chart that has got the — shows retention 
over 30 years, our attrition over 30 years. 

The bottom line on that front is is that we have high attrition 
in the first 3 years. That attrition lowers down dramatically after 
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3 years, and then again lowers down — one of the things we are fo- 
cusing on is specifically why are people leaving in the first year, 
the second year, the third year? 

We do actual exit interviews. I think it is important what GAO 
did, where they asked the question, “If you were to leave, why 
would you leave?” Best practice — yes? 

Mr. Berman. But is that responsive, though, to the issue of re- 
viewing the assumptions and establishing the production goals? 

Mr. Dudas. Oh, yes. On that front, well, we are certainly — every- 
thing we are doing is looking at the assumption under the produc- 
tion goals. Patent is doing that review across the board. 

And again, even on that basis, you have to understand that the 
production goals, that process has begun. That process is looking 
at examiner’s production — some examiners do roughly 2 I /2 times 
more production than other examiners. It is based on the level of 
experience the examiner has. It is also based on the number of 
hours that are given per complexity for the technology. 

So yes, that study has begun. Patents is looking at that. They 
want to look at that over time, and they want to look at that. So 
yes, we are happy to make those results public as we go through 
that process. 

But what I am trying to focus on particularly is we have to 
make — go beyond what the study did in the GAO report, and we 
have gone beyond that for the last several years, to focus on specifi- 
cally where do we have attrition issues. We know that we have at- 
trition issues certainly in the first 3 years. We are also putting 
things in place to try to address those attrition issues. 

We have actually lowered the attrition for first-years, where we 
have our highest, by far. We have lowered that by 25 percent. We 
targeted that area with retention and recruitment bonus and actu- 
ally cut it in half 

But for the last 10 years, the PTO has lost about 20 percent of 
their first year examiners. We have lowered that to 10 percent 
where we have targeted retention and recruitment bonuses, and to 
15 percent across the board. 

Mr. Berman. All right. I am going to give myself, and then give 
other people, an additional minute to just finish my three ques- 
tions. And then, when — if there is a second round, although I do — 
I should mention that we have to be out of here at 3. 

Mr. Budens, the USPTO study — let us assume, when that study 
is completed, and I am not quite sure when that is supposed to be, 
but when it is completed, it finds an increase in examination time 
is warranted, and the increase is implemented. How do you believe 
this will impact patent pendency? Is there any way to accurately 
calculate how incremental increases to examination time would ad- 
dress examiner attention? 

Mr. Budens. Well, first of all, I think that increasing — giving ex- 
aminers more time will directly impact retention. I go down — I get 
talked to by examiners every day and get stopped in the hallways, 
go — thank you for getting us some more money, but what we really 
need now is more time. We have got to have more time to do the 
work. 
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I believe the results of the study from the GAO because it cor- 
relates with everything I hear and I see in the hallways. We did 
a very similar study 

Mr. Berman. I also believe in the studies that correlate with 
what I already believe, too. 

Mr. Budens. We — interestingly enough, before the GAO study 
came out, we had actually done a survey of our own — of examiners 
ourselves, which ended up having results essentially analogous to 
what they found. 

And one of the questions you asked of Ms. Nazzaro, what we 
found — ^because we actually asked the question, what we found was 
roughly a third of examiners — and we asked a similar size cohort, 
about 1,200, 1,300 examiners — about a third of them were working 
unpaid overtime, significant amounts, just to keep their jobs. 

Another third were working significant amounts of unpaid over- 
time in order to make outstanding ratings and get bonus awards. 
So hopefully that — and that is a statistic I think would — correlates 
perfectly with what the GAO found. 

Dealing with how increasing those times is going to hit pend- 
ency, obviously the short answer would be it has got to hit pend- 
ency early on. But there are a number of factors that I think are 
coming together at this point in time that may change that. 

The recent court case in KSR that may change where obvious- 
ness goes, the fact that, if we can increase quality, if we can start 
keeping the examiners and getting these people experienced and 
examining and making the best rejections they can, applicants are 
going to start seeing that it is not just kind of a turkey shoot to 
go into the Patent office, and they are going to stop filing and wast- 
ing their time and money. It is not cheap to get a patent. They are 
going to stop filing that. 

I think those combination of things actually could lower pend- 
ency in time. But pendency has been a problem that took us 20 
years to get here. I don’t think it is — I can’t — I don’t know of any 
solution that is going to make it go away in a year, or overnight. 

Mr. Berman. My time has more than expired. 

I recognize the Ranking Member, Mr. Coble. 

Mr. Coble. Thank you, Mr. Chairman. 

Good to have you all with us. 

Attrition is a bad word. None of us embraces attrition. But I am 
pleased to learn, Mr. Dudas, that your attrition rate is more favor- 
able than the Federal Government at large. I did not know that. 
So that is the good news about attrition. 

Now, you indicate, Mr. Dudas, that we cannot hire our way out 
of the pendency and backlog problems. Are these problems manage- 
able? 

Mr. Dudas. I think these problems are manageable, but there 
are changes that are going be — need to be made, and I want to sup- 
port something that Robert Budens said. 

If we could put up a chart that shows the allowance rate at the 
Patent & Trademark Office, this is the number of patent applica- 
tions that ultimately lead to a patent issue. As you can see, in year 
2000, 70 percent of all applications led to a patent. First quarter 
last year, it was 44 percent. 
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There is a dramatic drop in the number of applications that have 
come in the door. Some of that is quality initiatives. Some of those 
are things outside. But it is one of the things we think — and I 
think Robert hit it on the head — KSR makes a difference, that — 
what applications that come in the door are sometimes quite prob- 
lematic. And we have gone from having 70 percent approvals to 44 
percent approvals. 

That has also led to a behavior that is basically do-overs. I will 
try again and again. I will ask for my continuation if I don’t like 
your answer. I will ask again. I will ask again. I will ask again. 

Unlimited do-overs we have right now. If there were no do-overs, 
no continuing applications — and there are legitimate reasons for 
them — that is 30 percent of our applications right now, and that is 
growing. 

Mr. Coble. Thank you, sir. 

Mr. Dudas. So yes, we need better applications, as well. 

Mr. Coble. Thank you. 

Mr. Kasper, in your statement you say that the industry are Tri- 
lateral, in which AIPLA participates, recommended a common ap- 
plication format to the Trilateral patent offices. You furthermore 
estimate that adoption of this format would yield a savings of $300 
million annually to patent applicants, but that certain substantive 
issues prevent most of these savings from being realized. 

Expand on that, if you will. 

Mr. Kasper. Yes. The common application format would assume 
that there is a single format acceptable by all three Trilateral of- 
fices. There are a number of components to that, some very formal, 
such as common titles, common organizations. Others are sub- 
stantive, such as the content of the claims. 

Now, in the study by the Industry Trilateral, in preparation for 
discussions with the Trilateral offices, we identified five different 
areas that were significant. One I mentioned earlier in my testi- 
mony, it deals with adding numbers to claims, where it is popular 
in Europe but not popular in the United States. 

Another is legends that are required under U.S. law. In Europe 
there is a requirement that, once an application is filed, there must 
be a description of the then-most pertinent prior ART in the speci- 
fication. Similarly, the claims must be changed to comport with the 
specification. And finally, in Japan, you have a requirement that 
the prior ART be listed in the specifications. 

Those are the major areas where costs would be saved if they 
could be unified. So $300 million based upon each of those require- 
ments and those different jurisdictions would be saved in the event 
that they could be eliminated or made uniform. 

Mr. Coble. Thank you, sir. 

Ms. Nazzaro or Mr. Budens, either one, what compensation-re- 
lated incentives are the most cost-efficient and attractive to step 
the tide of attrition? Either of you? Either or both. 

Ms. Nazzaro. I was going to say, we have not done any analysis 
as to which ones are most cost effective. 

Mr. Coble. Mr. Budens? 

Mr. Budens. I think that, right now from my point of view, our 
most cost effective use of money has been in higher salaries for ex- 
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aminers, which has kept them in the neighborhood. Washington is 
not a cheap place to live. 

And the use of recruitment bonuses. One area I would challenge 
Mr. Dudas on is that he keeps referring to recruitment and reten- 
tion bonuses. We are using recruitment bonuses to get people in 
the door. I am not aware that we are using — that any senior exam- 
iners have received retention bonuses at all, and I think that is 
some place where we could expand usage. 

The recruitment bonuses, it is a little early yet, from my view, 
to say that they are going to work, because they are spread out 
over 4 years. But they are certainly an incentive to get people in 
the door. But it is the higher salaries that we have gotten with the 
special pay rates and that we need to maintain in time that I think 
keep people in the door. 

Mr. Coble. I want to try to beat that red light illumination with 
this question, Mr. Budens. How does outsourcing searches waste 
time and resources at the PTO, and how do you feel it diminishes 
patent quality? 

Mr. Budens. The first problem I have, the resources that have 
been wasted is the fights that we have had ongoing on this issue 
for years. We fought this battle in 2005, and then we are fighting 
it again now with applicant quality submissions. 

My belief is that those things are not going to put better ART 
in front of examiners because an applicant themselves is probably 
going to most likely be searching the same databases that the ex- 
aminer searches. They are going to be finding roughly the same 
ART in a narrow area of their invention. 

The problem with that is that examiners don’t look at just their 
invention. We give claims that have broader, reasonable interpreta- 
tion, and we may go out and find ART that reads on the claims 
that their reading that the applicant doesn’t think about. Their 
view is more focused. 

And I just don’t believe in any way that it is going to put more 
ART in. We already have the rules in place that, if applicant knows 
about a Norwegian telecommunications ART or something, they are 
supposed to be giving it to us. we need to enforce that so Black- 
Berry cases don’t come up again. 

Mr. Coble. And I thank the Chairman for not penalizing me for 
not beating the red light. I yield back. 

Mr. Berman. The gentleman from Michigan, Mr. Conyers. 

Mr. Conyers. Thank you. Chairman Berman . 

You are a union man, Mr. Budens, Patent Office Professional As- 
sociation. What is the problem here? We have got tremendously tal- 
ented people here. 

Mr. Undersecretary, you have been through this and helped pre- 
pare us for many years. And I sense, quite frankly, that this isn’t 
complex. I mean, there is something more simple than is coming 
forward. 

Can you give me an idea about this, Mr. Budens? What is going 
on underneath the radar for people that really want to understand 
why we can’t resolve the problem? 

Now, I know that, for years, there was no replacement money, 
and there were backlogs generated. Here we have a part of our 
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Government winning all kind of awards, and yet there is a lot of 
severe criticism. 

How do we sort these disparate facts out here and get to the bot- 
tom of this? Start me off, please. 

Mr. Budens. Well, first of all, I think that we have a — somewhat 
of an atmosphere of conflict in the office. There is certainly the nor- 
mal kinds of conflicts that you always have between management 
and labor. 

But I think one of the biggest problems that we have that I see 
plaguing us is that we don’t have enough interaction between each 
other on where the agency is going, how it wants to solve problems. 

When you really need to find out how to get the job done, you 
go to the trenches. You go get the people who are actually making 
the widgets involved in the process, in developing better ways to 
do things and developing — and deciding the paths you can go. This 
is something we haven’t done. 

Mr. Dudas says that they have started undertaking a goal study 
of examiner goals. My viewpoint is POPA should be involved in 
that study from day one, and I am just finding out about it, that 
it is going on right now today at this table. 

When the GAO report first came out, I met with the commis- 
sioner of patents and the deputy commissioner for operations, and 
I asked them, “Okay, we have got this study out. It clearly shows 
what the problem is. When are we going to sit down, and let us 
start talking about what we can do with goals.” 

Their response to me is, “Well, we can’t really do that right now 
because we need to see what efficiency gains we can get from the 
rules change packages and the applicant quality submission and 
other things — initiatives that we have got going on, and we really 
won’t know how to do the goals. 

Well, the rules change packages is tied up in court. AQS is tied 
up here in the Congress. In the meantime, examiners just keep 
working, but we are not — we are not being involved in the proc- 
esses early on. We get things basically shoved at us at the last 
minute and are told, “Have a nice day.” 

Mr. Conyers. Ms. Nazzaro, what do you see underneath the 
radar screen that can help us out here? We want to help the Patent 
and Trademark Office. Everybody is conscious of the importance of 
what they do. 

Ms. Nazzaro. I think my comment would be very similar to Mr. 
Budens’. I mean, we have gotten an agreement from PTO that they 
are going to look at the production goals, but we don’t have any 
time frame. 

We don’t know really what they are doing. This is the first I have 
heard as well, and I did ask my staff before coming in here, you 
know, what reaction have we gotten from the agency, what re- 
sponse have we got, because we do track all of our recommenda- 
tions. And we had no idea that they were doing something, as well. 

We are not against production-based goals. Setting goals is a 
good thing. You can’t measure performance if you don’t have goals, 
so we are not against production goals. We just think they have to 
be reasonable. 
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The agency has not met its goals for the 5-year period that we 
looked at USPTO 2002 to 2006. So if they are not even meeting 
these goals, they are unrealistic goals. 

And yet, the number of staff who are very concerned with these 
goals to me seems to be really off the radar screen. They are very 
appreciative of all the initiatives that the agency has taken, and we 
applaud them because they are in the forefront of making a family- 
friendly workplace. 

Being a woman myself, I know having an on-site daycare and all 
of these things are commendable, being able to tele-work in the 
Washington, D.C. area, all commendable. But they are missing the 
point. When 67 percent of the agency says they have a problem 
with production goals, it seems like they should at least study it. 

Mr. Conyers. Mr. Chairman, could I get enough time to ask the 
undersecretary to respond after Mr. Kasper? 

Mr. Berman. I think it makes sense. 

Mr. Conyers. All right. 

Mr. Kasper, please, do you have anything to add to this? 

Mr. Kasper. Thank you. 

From my perspective, as I said, as an ex-examiner and certainly 
now outside, one of the things that is most important is to have 
enough funding for the examiners, enough training for the exam- 
iners, and to provide them with proper supervision so that they can 
do their jobs in a consistent way so that, to the outside world, they 
appear to be uniform and provide a high quality output. 

Thank you. 

Mr. Conyers. Mr. Undersecretary? 

Mr. Dudas. Thanks very much. 

I do think that much of the issue at hand is what Chairman Ber- 
man raised earlier, which is there is an inherent tension between 
quality and production. We could certainly get rid of the backlog 
overnight by cutting time in half It would be ridiculous. Quality 
would be terrible. 

We had a 2004 study done by the inspector general who con- 
cluded the opposite of what the GAO study was, which is that we 
are giving too much time, because so many of our examiners, more 
than 60 percent of our examiners actually achieved productions 
standards of 10 percent higher than what is required of them. It 
is beyond the goal. 

We didn’t instantly run in and say, well, let us, you know, raise 
the goal for examiners, because we recognized there are a lot of 
challenges, and there are many, many challenges. Balancing that 
is critically important. 

But I think, again, we believe very strongly in studying all the 
assumptions under the production goals. They are 25 years old. I 
do listen to examiners. 

We talk a great deal, everything from official functions and 
brown-bag lunches. So quite honestly, I learn a whole lot at the 
gym, talking to examiners about what kinds of issues there are. 

The claims package that is now being held up in court were ideas 
that came from examiners because they look at too many claims, 
and they said, “This is a quality problem. It is a production prob- 
lem.” 
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I think where I see attention is I think the conclusion that has 
come from the GAO study for many people is that what we need 
to do is lower standards across the board. And I would have to tell 
you, the USPTO disagrees that we need to lower standards for ex- 
aminers. We are a performance-based organization with high 
achievers. 

And let me tell you what this means. It means that 60 percent 
of all of our folks work beyond the level they need, beyond 10 per- 
cent and beyond, to get higher bonuses. What we need to do is not 
lower standards. We need to increase opportunity. 

We need to increase flexibility. We need to let examiners have 
the opportunity to do what they do best from wherever they want, 
whenever they want, and however they want. 

And let me tell you about just three programs where this has 
been put in place in the last 2 years. Tele-working, which we didn’t 
have in patents but had in trademarks, 1,000 patent examiners are 
now working from home. 

Eighty-three percent increased in morale. Eight-seven percent 
say they would be more likely to work more years — retention. And 
10 percent increase on average in production because they have the 
opportunity to work from home. When they had more time, they 
chose to do more work and have more flexibility. 

A flat goal program, where we say, “Listen, you get paid per pat- 
ent beyond a certain amount.” Less people apply. It is a voluntary 
program. Over 150 people. Eighty-three percent of examiners re- 
ported higher job satisfaction. Over three-quarters, which is not 
enough to conclude there is a 5 percent increase in production 
across the board. Again, something voluntarily chosen. 

And laptop programs. This should have made sense a long time 
ago. We said to patent examiners, “Have a laptop. Take it home.” 

Mr. Conyers. Well, this impresses me, but does it pass the test 
with Budens? That is the question. 

Mr. Dudas. He is a tough, tough grader. I haven’t passed 

Mr. Conyers. What do you say? 

Mr. Budens. I appreciate Mr. Dudas’s comments, and we do 
agree that some of the things they have done have been very good. 
Laptop program was very well received. It was a little of a concern 
to us because we knew that examiners would be using it to work 
more unpaid overtime, but examiners wanted it because they are 
a dedicated bunch. 

We are not necessarily opposed to production goals, by the way, 
like the GAO is, either. We understand their needs. But there are 
a lot of things that just aren’t meshing. 

You mentioned the flat goal program. The flat goal program, al- 
most all examiners just find that program reprehensible and are 
scared to death that the agency is going to implement it and pretty 
much run most of us out the door because it is not unrealistic. We 
believe it is illegal. We are fighting it. 

He made a — my brain went dead. 

Mr. Conyers. Well, would going to the gym more with Dudas 
help you or hurt you? 

Mr. Budens. Well, one look at me says it may help me in some 
ways. I am not sure that it would necessarily improve our relation- 
ship all that much. 
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Actually, Mr. Dudas and I get along very well, I think, one-on- 
one. We have had a lot of good conversation. Where the real prob- 
lems are is in the real development of where — and direction of 
where the agency is going. 

The employees need to he empowered. We need to be involved in 
that process. 

We are a very dedicated bunch. We believe in this system. We 
want it to be successful, and we want to do a good job for the 
American people. We need — we have one of the smartest, highly 
educated workforces in the country. Put us — let us help design 
where the agency is going and design the right tools that we need 
and the right direction that we need to go to be able to do the job 
that the American people deserve. 

Mr. Berman. Very good. 

The gentleman from Ohio. Again, 3 is our flat production goal. 

Mr. Chabot. Thank you, Mr. Chairman. I had another meeting 
that conflicted with this. That is why I am a little bit late. If I am 
repeating my questions, anything that you already covered or any- 
thing my colleagues already covered, I apologize in advance for 
that. 

Mr. Undersecretary, I will begin with you. And if any of the 
other witnesses want to either supplement or disagree with or add 
to my questions to the undersecretary, that is fine. But I will direct 
the questions to him. 

Why did the USPTO wait until the 2007 GAO report to initiate 
a study on patent examiner production goals when a 2005 GAO re- 
port identified unrealistic production goals as a problem? 

Mr. Dudas. Again — and you are not asking a — it is a new ques- 
tion. 

Essentially, we are — we have not agreed with the conclusion that 
has come from GAO that it was intimated in 2005, and I think 
more directly said in 2007, the conclusion that what we need to do 
is adjust production goals and that that will somehow really in- 
crease production. 

And the reason being — and so, in 2004, I mentioned earlier, the 
inspector general did a report that said the opposite, essentially. It 
said we need to raise our production goals, not lower them. 

So I think what we are constantly looking at what should pro- 
duction goals be and how do they work. We are also looking in 
terms of what does it really mean in terms of attrition. 

What the GAO study did was gave a lot of good, raw data, but 
we have spent a lot of time doing — digging deeper under that data 
since earlier than 2005, really trying to find out what really is — 
what matters most for attrition and retention by year. 

So I had mentioned earlier that what we found is that we do exit 
interviews. Everyone who leaves, we ask them why did you leave, 
and they will come in and — not everyone chooses to do them, but 
of those that do, we have a higher response rate than generally in 
industry. 

And what we have found is that the primary reason why people 
are leaving in their first couple years, 41 percent said the primary 
reason is the nature of the work. That agrees with what the GAO 
says, what Robert Budens has said there. 
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We found in years 3 to 10, though, that no one said that it was 
the nature of the work. They said that they think it was supervisor 
issues or management issues, along those lines. 

So what we have started to do, we have had 2 years in a row 
where we have had a management competence, working with our 
managers to work, “How can we address that problem?” We have 
looked at 

Mr. Chabot. I tell you what. I have only got 5 minutes. 

Mr. Dudas. I am sorry. 

Mr. Chabot. That is all right. Let me cut you off there and ask 
if any of the other witnesses want to supplement that answer, 
or 

Ms. Nazzaro. Well, mayhe there is a misunderstanding of why 
GAO believes the way it does. I mean, what the testimony we have 
heard today is that the more senior employees are the more pro- 
ductive employees. Over 70 percent of the workload is done by the 
more senior employees. 

If you consistently have turnover, particularly among those jun- 
ior staff, you are never going to be developing that senior cadre. 
What we see is the problem with the attrition among the people 
who have less than 3 years, it takes 4 to 6 years for someone to 
really become a journeyman or become proficient in that profession. 
It is also taking the senior people more time to provide that on-the- 
job training then, too. 

So I mean, we really see a problem with this whole attrition. And 
until they can effectively reduce that attrition, I don’t think we are 
going to work out of the problem. And so, that is where we are say- 
ing that, if they are continuing to say production goals are driving 
us out because the nature of the work is too competitive, too pro- 
duction-oriented, we need to figure out a way to have a happy me- 
dium. 

Mr. Chabot. Okay, thank you. 

Let me ask my second question, Mr. Dudas. Was there any dis- 
cussion within the USPTO management team over whether Con- 
gress should have been notified of the re-organization of the Office 
of External Affairs? 

Mr. Dudas. Absolutely. In fact, we look at — there are three dif- 
ferent types of changes that might trigger different requirements, 
a re-organization, a re-alignment and a reprogramming. So we cer- 
tainly have that discussion every time we make a change. 

A realignment is, if you will, changing people within a box. A re- 
organization is changing boxes on the org chart, getting rid of a dif- 
ferent type of a thing. And a reprogramming is a significant change 
in funding. 

So there is no question. We had our chief financial officer in 
every one of these cases. We have done five realignments in the 
last year. On each one of those cases, our chief financial officer gets 
together with our office of general counsel as needed, our office of 
government affairs, to determine is this the kind of thing that trig- 
gers that appropriations requirement to notify the Appropriations 
Committee that this is a re-organization. 

So we definitely have that conversation every time. There have 
been a number of times where re-organizations in the last few 
years. I have got examples of when wee determine that they are 
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re-organizations. We have come up and notified Congress officially, 
and in each case it is a re-organization. 

I have examples of when it has heen a reprogramming, and we 
have come up and notified the Appropriations Committee and oth- 
ers of what change is going to be made. But a realignment, we 
don’t do that, but we certainly have discussions n that in a very 
formal way with a lot of 

Mr. Chabot. Let me squeeze my last question in quickly here. 
What has been the effect of the re-organization of the Office of Ex- 
ternal Affairs on USPTO, Intellectual Property Enforcement ef- 
forts? 

And my time has expired, so, if you would keep your answer rel- 
atively brief, and I would like to go to the others quickly if they 
have some response to that. 

Mr. Dudas. Higher efficiency, essentially. We had an organiza- 
tion that had Government Affairs, International Affairs and En- 
forcement all in one. Five years ago we change that and split them 
out among three. 

And what we found is our people were bumping up against each 
other. Enforcement people and International Affairs people often do 
very much the same thing. We have stationed people in the em- 
bassy in Thailand. We had people that were working in that. That 
was from International Affairs. 

We had people that were working from Enforcement bumping 
into each other. What we have now is a team of more lawyer. No 
on transferred out of the office or into the office. More lawyers who 
can work on our global intellectual property academy and gear 
themselves toward enforcement or gear themselves toward the 
international relations or policy. 

So it is a more efficient operation. We made a mistake 5 years 
ago when we split them into three. We should have split them into 
two. Government Affairs should be separate — International Rela- 
tions. 

Mr. Chabot. Thank you. Any of the other witnesses need to com- 
ment on anything? Okay. Thank you. I yield back the balance of 
my time, Mr. Chairman. Thank you. 

Mr. Berman. I recognize the gentleman from Florida, Mr. 
Wexler. 

Mr. Wexler. Thank you, Mr. Chairman. 

Mr. Dudas, if I could go back to the list that I had read at the 
beginning in terms of, if my understanding is correct, at least a 
dozen senior people in your office have left involuntarily, not volun- 
tarily. These involuntary dismissals represent an extraordinary de- 
gree of talent, expertise, technical knowledge developed over dec- 
ades. 

And it raises the question why so many career professionals, if 
my understanding is correct, have involuntarily been dismissed. So 
could you please tell us what the numbers are in terms of this 
level? We are talking about commissioners, deputy commissioners, 
administrators, chiefs of staff, financial officers, deputy financial of- 
ficers information officers, chief information officers, deputy infor- 
mation officers. What is going on? 
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Mr. Dudas. Yes. And you are talking about at the senior elective 
service. This is the highest level within leadership in our organiza- 
tion. 

There haven’t been a lot of involuntary dismissals. A lot of people 
have chosen to leave. There have been some folks that I have said, 
“I don’t think performance is where it should be.” 

I am really glad you asked this question because I worked on 
this Committee in 1999 when the tJSPTO was made a perform- 
ance-based organization. We were about performance. And our ex- 
aminers had been under performance standards for a long time. 
Our management wasn’t always under performance standards. 

When I came into the office, the Appropriations Committee re- 
port came through, and Congress said, “PTO management has not 
been sufficiently innovative. Finally, we lack full confidence in the 
information provided by PTO management regarding its needs and 
performance.” 

So the first thing we did was look at what is happening within 
this office. Why aren’t we achieving our goals? And we looked at 
Government, performance and results 

If I can show you here, this is the history of the office. The blue 
line going up, we met on average 25 percent of our goals at the 
Patent & Trademark Office before 2004. We are now up to 90 per- 
cent. 

I am embarrassed to say that last line doesn’t go up to 100 per- 
cent. All of our major goals that we report to the Administration 
and the Congress, we have moved up from an average of 25 percent 
to over 100 percent. 

I will also show you the line that moves more downward. That 
is the ratings outstanding for senior elective service people in our 
organization. In 1999 we met 18 percent of our goals, and 82 per- 
cent of the senior executives were ranked outstanding. We don’t 
even — we don’t have about half of our patent examiners ranked 
outstanding, and they have tight production standards. 

So the bottom line is it became a little harder to work there. We 
said — and if you see, as our goals met went up, our ratings of 
SESrs went down. A number of people left, quite honestly just said, 
“It is too hard. You have strategic plans. I don’t want to do this. 
I have other places I can work.” 

There were others. I waited 3 years to have full discussions 
where I said, “I would like to reassign you because I don’t think 
we are meeting our goal. I want people in place who will meet their 
goal.” 

So I am happy to go over any individual, but I will say there is 
little question that I came in with a sense of what this Committee 
wanted and what that law said, is to become a performance-based 
organization, and that is what we have done. 

I am proud to say we brought down the ratings to a point that 
I think is more reasonable. And in the last year, last 2 years where 
we have broken records, literally 12 records, historical records at 
the Patent & Trademark Office, that yes, we started to see some 
of those outstanding ratings go up. 

Mr. Wexler. So if I just sum up your testimony then, in regard 
to these senior managers, it is your testimony some have left vol- 
untarily, for whatever their reasons, and those that have left invol- 
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untary — on an involuntary fashion have heen dismissed because 
they failed to meet your guidelines, they failed to meet the levels 
of required expertise? 

Mr. Dudas. Yes. I would say — I can’t think of the people that I 
actually — that I went through a process of actually dismissing, 
going through the process of firing, et cetera. I had hard conversa- 
tions with a lot of our managers, where we sat down and discussed 
whether or not we were meeting our goals and what kind of sup- 
port that I had given. 

In the patents organization, at one point I sat down with some 
leaders of the organization and said I would plan to reassign you, 
and did make reassignments, which is — so that is not a dismissal, 
but that is me saying that I think that the fact that we have 
missed these goals, I would like to get people in place who are — 
and quite honestly, I felt that I had b^een asking for, wanting infor- 
mation for some time that would help us meet our goals, and that 
we weren’t doing that. 

Mr. Wexler. Just to follow up and be done, is this quantifiable 
in terms of individuals? If they — is there something in writing that 
says they haven’t met their goals? 

Mr. Dudas. Well, we certainly do performance appraisal plans 
and the like. And like I said, in many cases, it is not, “You have 
not met your goals, and you are not doing the findings.” In many 
cases it is a sit-down conversation of, “Why aren’t we being suffi- 
ciently innovative? Why aren’t we doing the things that Congress 
has been asking us to do?” 

I mean, again, I will tell you, I hold senior executives to a very 
high standard because we certainly hold our examiners to a very 
high standard. 

Mr. Wexler. Thank you very much. 

Mr. Berman. Thank the gentleman. 

From what I heard from the Chairman and from what I see in 
the audience, we are going to have a gig that implicates the per- 
formance right soon, so we are going to have to start wrapping up. 

But Mr. Watt is recognized. 

Mr. Watt. I will be very quick because I am going to ask Mr. 
Dudas to provide some information in writing, if I can. You said 
you anticipated what the oversight hearing would be about, but I 
doubt you have a chart with you that will reflect what I am getting 
ready to ask you. 

As a new Member of this Subcommittee, I have noticed the same 
thing that I have noticed as a Member of the Financial Services 
Committee, on which I also sit, that there doesn’t seem to be a lot 
of diversity in what is going on. 

So if you could just send us the information about the diversity 
of your workforce at the Patent office 

Mr. Dudas. Congressman, I am happy to, but I can answer you 
if you want me to. I am happy 

Mr. Watt. Well, in the interest of time, I would rather see it in 
writing anyway. If it is not going to take you any longer than it 
would take you to answer it, then I am going to be disappointed 
anyway. I would rather be disappointed in private than in public. 
And you would probably rather for me to be disappointed in pri- 
vate. 
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Mr. Dudas. Right. I don’t think you will he disappointed. Let me 
just — 54 percent diversity. 

Mr. Watt. Four percent? 

Mr. Dudas. Fifty-four. 

Mr. Watt. Fifty-four. Well, I want to see the numbers up and 
down the line. 

Mr. Dudas. That is fine. We will give it to you broken down, and 
we will give it to you whatever way you want. 

Mr. Watt. Yes. 

Mr. Dudas. And if you want more information, we are happy to 
give you more information. 

Mr. Watt. I appreciate it. 

Mr. Dudas. Thank you. 

Mr. Watt. That is the only question I have. I appreciate it. I 
yield back, because I want to hear the whinings [sp] also. 

Mr. Berman. The gentleman from Georgia, Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. 

Mr. Dudas, as a follow up to Mr. Watts’ questions, in your testi- 
mony you state that the various recruitment efforts, you state the 
various recruitment efforts made to attract science and engineering 
students to create a pool of potential examiners for the agency. 
Could you please tell us your efforts in ensuring the diversity in 
this pool of potential candidates? 

And I will rest with that. 

Mr. Dudas. Like many large organizations, we recognize that di- 
versity is something that is of great benefit to our agency. So I can 
go into specific programs. The U.S. government is about 32 percent 
diverse. The USPTO is 54 percent diverse. Our examiners are 51 
percent diverse. And in the last 2 years, our recruiting classes have 
been 52 percent diverse. 

That is broken down by a number of different categories. We 
have been improving in a number of categories, seeking that type 
of diversity. We have partnered with the Minority Business Devel- 
opment Administration to help us with outreach because we are 
hiring 1,200 examiners a year. We want to work with them to do 
that. 

We have now gone to — much more to historically Black colleges 
and had I think 145 people hired at historically black colleges in 
the last few years. We have partnerships with minority student en- 
gineering societies at some of the major schools we go to, MIT, 
some of the big universities where we traditionally — not just said 
let us go in through the recruiting, but let us work with the minor- 
ity student engineering societies that they have there as well. 

We have a Community Day every year where we basically cele- 
brate the variety of cultures and the variety of ethnicities we have, 
and celebrate that we are all at the USPTO. We held 26 events 
specifically focused on minority recruitment last year. And as I 
mentioned — in the last 2 years, I am sorry — it is 145 people that 
we have recruited from historically Black colleges. 

We are challenged in recruitment on gender in the same way 
that the industry for engineers are challenged. We need to improve 
in terms of how many women that we are recruiting. We are trying 
to expand that as well. That is something that you see in the engi- 
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neering professions throughout, but we are trying to increase that 
number — that level of diversity as well. 

And I will throw just one more thing that wasn’t intended, nec- 
essarily, to be a diversity effort. But Chairman Conyers came down 
and spoke to a recruitment class that we had, and he came down 
right around Martin Luther King Day and shared with — his efforts, 
what he managed to do to make Martin Luther King Day a holi- 
day. 

That was something that we had about 200 people in that acad- 
emy that were graduating that day. They were inspired. But the 
word spread throughout, just about how we are bringing people in 
from outside traditionally USPTO environment, and that was 
something that was inspirational to many of our folks. 

So there is a lot that we are trying to do not only to recruit, but 
also to make sure that it is an environment where people want to 
stay. 

Mr. Johnson. Thank you. 

Mr. Dudas. Thank you. 

Mr. Berman. The gentlelady from Texas, Ms. Sheila Jackson 
Lee. 

Ms. Jackson Lee. Thank you very much, Mr. Chairman. I know 
the pending issue of importance that is about to come upon us, so 
let me rush through and welcome the witnesses, thank them for 
their presentation, and basically focus on the good friend and as- 
sistant secretary of the office. 

First of all, the President has put forward his budget for forth- 
coming. And are you here applauding the budget, or are you pre- 
pared to see it tweaked because there is a greater need, particu- 
larly in the inspectors — examiners, rather? 

Mr. Dudas. We are actually quite pleased with the budget be- 
cause it is the fifth year in a row that the President’s budget has 
said that all of the fees that come into the agency should stay with 
the agency. And Congress has followed that lead 4 years in a row. 

And so to us, we are a fee-funded agency. Our goal is really to 
see that those fees stay within for the inventors, and so we have 
been pleased. 

Ms. Jackson Lee. So that framework, it gives you the sufficient 
amount of money? 

Mr. Dudas. Yes. Well, it gets us all of our fees. It gets us all our 
fees. 

Ms. Jackson Lee. All right. I know I can probe that in a further 
letter. 

Let me just quickly — if I could follow up on Mr. Watt’s question 
and ask you, in the breakdown of his request regarding diversity. 
If you can also categorize it by GS level, how many are 13s, how 
many are coming at that level, because I would imagine that you 
are taking some laterals, and it is very important to see the ability 
of people moving up. Can you provide it in that manner? 

Mr. Dudas. I think we can. I am almost certain we can. 

Ms. Jackson Lee. Management is important. 

Let me also suggest that you — actually you talk about minority 
engineering societies, very important. But I would encourage you 
to formulate a direct program with Hispanics serving in historically 
Black colleges, which the President has a framework, the college — 
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the Congress has a framework. We have worked — and so those 
frameworks are already in place. 

One, the knowledge of them, the organizations are there, and we 
would like you to have a report back if you utilize those resources 
of students. And I might, just for the record, throw out Purview 
A&M in Texas. 

My other question is — quickly is what efforts are being under- 
taken by the USPTO in the area of enforcement, particularly with 
respect to China? And what has been your challenges? What have 
been your success rates, because I can tell you that many of our 
businesses and constituents, and they fall on different sides of the 
lot on this. 

Certainly there are some successful, but others are complaining 
that the trade imbalance, the infringement, rather, which Mr. Con- 
yers has worked on extensively, the Judiciary Committee has 
worked on extensively. I don’t know what progress we have been 
able to make. 

Mr. Dudas. The challenge, as I think you are implying, is very 
clearly that, with all the efforts that are underway, including a 
World Trade Organization action against China, the metrics still 
show that China is responsible for 80 percent of all of the counter- 
feit goods that are attempting to come in the United States, and 
we see similar numbers in Japan and in Europe. 

And so there is no question. The challenge is that the results are 
that counterfeiting is happening in China, that their laws need to 
change, and that more needs to be done. 

How are we involved? We are involved very directly. Some- 
times — we actually have a very unique position in the U.S. govern- 
ment. Sometimes we are shaking our finger or telling China, “Lis- 
ten, there is more that needs to be done.” This needs to be done, 
and we support the WTO case and work with the U.S. trade rep- 
resentative. 

But we also come in and work very carefully with all of the agen- 
cies in China. We work with the customs people, we work with the 
police. We talk to the Supreme Court justices. We have a number 
of programs where we bring in hundreds of Chinese officials to help 
train them and teach them and work with them about how intellec- 
tual property is an important point. 

We have had very successful relationships, particularly with the 
head of office in the Chinese intellectual property office. So what 
we do is we partner very closely with the people who are pro-intel- 
lectual property in China, and we develop and we help strengthen 
those ties. That is where we have been very successful, particu- 
larly. 

Ms. Jackson Lee [continuing]. I don’t want to leave you out of 
my last question. Can you give me an assessment of the profes- 
sional workers and the issues or — of your association, or treatment 
of your association, or comfort level that you have with the office 
at this point? 

Mr. Budens. As I said before, the examiners are very highly edu- 
cated and highly skilled force, and they are highly dedicated to the 
patent system. We want to do the job right. We really understand 
the importance of patents in driving innovation in this country and 
throughout the world. 
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I think there is a sense of frustration that we are not more in- 
volved in developing the kinds of things and tools and policies and 
stuff that we need to he able to do the job right. 

In I think several areas of the office, I think we are very pleased 
with this Administration, some of the initiatives they have put for- 
ward. The Hotelling program has been well received. The laptop 
program has been well received. 

On the flip side of that, we are in the middle of a contract nego- 
tiation right now for our term contract in where the positions of the 
agency on many very important things like grievance rights and 
performance appraisal stuff, the agency has taken very decidedly 
anti-employee positions on those areas. And we are scared to death 
of what is coming out of that negotiation. 

We are starting mediation on that next Tuesday, I believe, and 
expect the agency to have us at the impasses panel very quickly. 
And I don’t think — I don’t see right now anything good coming out 
of those mediation. I hope I am wrong, because I think it is going 
to be a decidedly negative impact on examiners if nothing happens, 
if the positions of the parties don’t change right now. 

Ms. Jackson Lee. Mr. Chairman, let me thank you very much 
for your indulgence, and just conclude by saying Mr. Budens’ com- 
ments disturb me. And I believe if we are to have an efficient, ef- 
fective and professional office and staff, if we are to build on our 
recruitment, obviously the Federal Government needs to be a lead- 
er in respecting worker’s rights or opportunities to have — express 
a grievance. 

So I don’t know what statement that Congress can make at this 
point, but I hope that we can make a statement that indicates that 
we are watching, and we are concerned. And I hope that we can 
get a report back that our parties have come together, and they 
have done the right thing. Otherwise, I hope maybe we will have 
a hearing on the issue. 

Mr. Berman. We will take a closer look at the current round of 
bargaining on this issue. 

I will now thank the gentlelady, and I will recognize myself. I am 
told we have a little bit more time, so, Mr. Kasper, I would like 
to go to your testimony to examine one particular statement. Page 
five where, in the middle paragraph, where you start out, “In the 
vast majority of cases, inventions relate to actual products or proc- 
esses that have been developed by the inventor or his employer.” 

And you talk about two major goals for such applicants, and you 
have one, and then you have the second one, and that is the one 
I want you to focus on, “To secure claims directed to the particular 
features of the commercial embodiment of a product that contains 
the invention to protect against the copying of that product.” You 
see where I am talking? 

Is what you are saying here, the phrase, “The particular fea- 
tures,” is the particular features is the invention, but the claims 
may be defined broader to cover and include the commercial em- 
bodiment that contains that inventive feature. Is that basically 
what you are intending? 

Mr. Kasper. Chairman Berman, the intention was to show that, 
in some cases, you can have a claim that is broad enough to cover 
both the commercial embodiment as well as competitors’ embodi- 
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ments. So in other words, the scope of protection is broad, and 
stops many competitors from entering the field. 

Mr. Berman. Can the scope of the claim be written to cover sort 
of the commercial embodiment, and therefore is broader than the 
description of the inventive feature? 

Mr. Kasper. Yes, it can be broader. You may — and typically, it 
is broader than the description of the invention. However, some- 
times the applicant will take a much narrower scope of protection 
that covers only what he has in the marketplace. He doesn’t care 
about a competitor’s product or getting the broadest possible pro- 
tection, as long as his widget, as it is sold, is actually covered. So 
he is prepared to compromise and to truncate the prosecute 

Mr. Berman. And in that case, the claim would only cover the 
inventive feature. 

Mr. Kasper. Correct. 

Mr. Berman. All right. And then, one last — I have a lot of ques- 
tions, but I am not going to do that. But I just — in your testimony, 
you speak about many applications your firm files every year. We 
hear — I hear that part of the patent pendency problem stems from 
overly aggressive lawyering on behalf of applicants, where the law- 
yers exploit the system in ways that create many burdens on the 
examiner despite the current rules. 

What additional duties, if any, would you impose on applicants 
to improve the patent examination process? 

Mr. Kasper. Well, certainly the additional duties could involve 
more full description of the features of the invention during the ap- 
plication prosecution process. In some cases, for example, the appli- 
cant may simply say there is a difference between the invention 
and the prior ART, and then leave it to the appeal process to have 
that worked out by the Board of Appeals. 

What I believe is that, in a dialogue between the examiner and 
the applicant, if that dialogue could be open and free, without con- 
cern for inequitable conduct, you would have an opportunity to 
have the important inventive features identified, recited in a claim, 
and eventually have the claim and the application issued as a pat- 
ent in a much more expeditious manner. 

Mr. Berman. All right. Unless there is some reason to the con- 
trary, we are — votes have been called. I appreciate very much — 
they are not all the — there are a lot of issues out there. In fact, I 
just will make an observation for Mr. Dudas on one very specific 
point that was raised by you and commented by one of the Mem- 
bers. 

When you split the Office of External Affairs into three offices 5 
years ago, that was — this was Mr. Chabot, I think was pursuing 
this line of questioning — that you considered an executive reorga- 
nization. So wouldn’t it follow that the collapse of those three of- 
fices into two would be considered an executive reorganization? 

Mr. Dudas. It is not, and I will tell you why. The difference be- 
tween it is it is a — when the split came in first — I am not certain 
if it was a reorganization, but I will tell you the difference between 
that split and the flip back was. 

There was a specific position that was Administrator for External 
Affairs. When we decided to put it into three, we said that position 
should rest in the deputy undersecretary. And the deputy under- 
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secretary — at that level, this is policy for the entire Patent & 
Trademark Office, lead advisor to the President and others. 

That statement — that right there stayed the same in this re- 
alignment. It is still the deputy undersecretary that leads that or- 
ganization. So that would have been a change from someone who 
reports to deputy undersecretary to someone who is within. 

I can tell you, I am happy to go into 

Mr. Berman. I will think about your statement on the matter. 

Mr. Dudas [continuing]. Sure, that is 

Mr. Berman. Okay. 

The Committee hearing is adjourned. I thank you all for coming, 
and there are things to follow up both on your part and on our 
part, which we will do. Appreciate it. 

[■Vi^ereupon, at 3:07 p.m., the Subcommittee was adjourned.] 
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Congresswoman Sheila Jackson Lee, of Texas 
Statement Before the 


Judiciary Subcommittee on 
Courts, Intellectual Property, and the 
Internet 

Oversight Hearing on: 

THE U.S. Patent and Trademark Office 


February 27, 2007 

Thank you, Mr. Chairman, for your leadership in convening 
today’s very important hearing on the oversight of the U.S. Patent and 
Trademark Office. I would also like to thank the ranking member, 
the Honorable Howard Coble, and welcome our panelists. I look 
forward to their testimony. 
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In this hearing, Congress exercises its duty of oversight over the 
U.S. Patent and Trademark Office (“USPTO”). This hearing will 
explore the efforts being made by the USPTO to tackle patent 
application backlog. This hearing will also review recent USPTO 
organizational changes. 

The USPTO is responsible for issuing patents and trademarks. 
Patents grant exclusive economic rights in new inventions. 
Trademarks grant exclusive rights to use a word, phrase, or symbol to 
denote the source of origin of goods or services. Because the USPTO 
has made considerable gains in reducing the time it takes to process 
trademark applications, he,., pendency, my statement will focus upon 
the steady rise in patent applications and the time it takes to process 
patent applications. 

In order to determine whether to grant a patent, examiners 
must ascertain whether a discovery is of patentable subject matter, 
useful, novel, non-obvious, and accompanied by an adequate 
description. The USPTO requires an adequate number of examiners 
and easy access to information resources in order to process the high 
number of patent applications filed each year. 

The USPTO also requires adequate financial resources to 
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properly respond to the increase in patent applications. The USPTO 
is authorized to collect statutorily set fees for the services it provides. 

Since 1991, USPTO operations have been entirely fee supported. 
However, as an agency within the Department of Commerce, the 
USPTO is subject to the appropriation process. Because each year the 
USPTO must wait to see whether it will be appropriated all of the 
funds it collects, it cannot plan the hiring of staff or the 
implementation of patent quality initiatives in advance. 

Some attribute the lack of resources at the USPTO as the cause 
of deterioration in patent quality. This deterioration in patent quality 
has wasted valuable resources, by sanctioning frivolous third-party 
court challenges, and has discouraged private-sector investment. 

As the world’s technology leader and center of innovation, 
America must set a high standard to ensure that undeserving 
inventions do not pass through the patent process. To that end, the 
USPTO needs more guidance so that it only issues patents to 
discoveries that are truly inventive. 

Once the USPTO issues a patent of questionable quality, it is 
easier for unscrupulous patent holders to engage in abusive practices 
that hurt the economy. American inventors should no longer receive 
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threatening licensing letters containing vague patent infringement 
accusations from patent holders, raising the specter of treble damages 
if they do not give in to the senders’ demands. There needs to be a 
proper balance between patent holder rights and the prevention of 
abusive practices so that the patent system would protect and reward 
the hard work of American inventors. 

The availability of meaningful and low-cost alternatives to 
litigation for challenging patent validity would provide an additional 
quality check. Possible alternatives to litigation could include; (i) 
giving third parties an opportunity to submit “prior art” to patent 
examiners before the issuance of a patent, (2) creating a post-grant 
opposition procedure that would allow administrative challenges to 
patent validity instead of the current option of going to court, and (3) 
relaxing estoppel and other re-examination requirements to make 
them more attractive as options for opposing patent validity. 

The quality and timeliness of the USPTO’s work has a direct 
impact on the willingness of American companies to use our patent 
system. The USPTO has some work to do in reducing the time it 
takes to process patent applications. Indeed, for the last several 
years, the time it takes for patent applications to be processed has 
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steadily increased. 

According to the USPTO, patent pendency rates have risen on 
average from 27.6 months to 31.9 months between 2004 and 2007. 
Additionally, the number of patent applications awaiting initial 
review has also steadily risen over the last several years. As of the end 
of FY 2007, there were over 760,000 patent application awaiting 
initial review by a patent examiner and over 1.1 million pending 
patent applications in total. Without corrective action being taken, 
average patent pendency could rise to 52 months. 

Many reasons have been cited for the rise in the pendency for 
patent applications, including increased demand for patents, a 
chronic lack of employee and financial resources, and the increasing 
complexity of patent applications. The growing patent pendency, and 
associated backlog of patent applications awaiting review, could put 
the United States innovation system in jeopardy as companies move 
away from using the patent system and towards secrecy as a means to 
protect their inventions. 

For the patent system to function properly, there must be some 
level of certainty in the right conferred and the right must be provided 
in a timely manner. For years, critics have pointed out that the 
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quality of patents issued has diminished, resulting in increased 
litigation and greater uncertainty that an issued patent would stand 
up to the scrutiny of litigation. 

Over the years, the USPTO has attempted to address its decline 
in patent quality. For example, in 2002, the USPTO published a 
document called the 21®* Century Strategic Plan. This document 
provided a comprehensive blueprint that detailed a number of 
reforms to improve USPTO’s performance. The 2i“* Century Strategic 
Plan identified patent pendency as a problem and proposed various 
measures to improve examination productivity as a means to address 
the problem. 

The USPTO published a revised strategy in its 2007-2012 
Strategic Plan. In its 2007-2012 Strategic Plan, the USPTO laid out a 
multi-prong approach to improve the timeliness of patent 
examination. The approach consisted mainly of hiring new patent 
examiners, improving patent examiner retention, and establishing 
rule changes that would reduce the number of continuation 
applications and the number of claims in many applications. 

As discussed above, the USPTO receives yearly appropriations 
equivalent to the fees it collects. These appropriations are subject to 
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clauses within the appropriations act that require Congressional 
notification prior to changes in approved programs. 

Specifically, Section 605 of the 2006 State, Commerce, Justice 
Appropriations Act stipulates that no appropriated funds may be 
made available through a reprogramming of funds unless the 
Appropriations Committees of both Houses of Congress are notified 
15 days in advance. A reprogramming of funds occurs when 
appropriated funds are used to create a new program, when a funded 
program, project or activity is eliminated, when an office is 
reorganized or renamed, or when a program or activity is 
reorganized. 

The purpose of this Congressional notification requirement is to 
ensure that Congress maintains clear oversight in any of the 
administration’s spending changes. There are assertions that the 
USPTO has taken actions that could be considered a reprogramming 
of funds, and it is unclear whether any notification was provided. 

Regardless of whether the changes made at the USPTO 
constitute a realignment or reorganization, the USPTO should have 
notified the Judiciary Committee of the changes it intended to make, 
prior to making them. Now that these changes to the USPTO’s 
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organizational structure have been made, it is important that the 
members of this Subcommittee know and understand the reasons for 
these changes. 

Mr, Chairman, I am hopeful that the USPTO can be placed in a 
position to bring the American patent system up to speed for the 
twenty-first century. Instead of remaining a hindrance to innovation 
and economic growth, the patent system should work for inventors 
and with competitive market-forces to ensure that America’s patent 
system remains the best in the world. 

I look forward to hearing from our distinguished panel of 
witnesses. Again, thank you Mr. Chairman for holding this hearing. I 
yield the remainder of my time. 
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Prepared Statement of the Honorable Betty Sutton, a Representative in 
Congress from the State of Ohio, and Member, Subcommittee on Courts, 
THE Internet, and Intellectual Property 


Congresswoman Betty Sutton 

Judiciary Subcommittee on Courts, the Internet and Intellectual Property 
Oversight Hearing on the United States Patent and Trademark Office 
Record Statement 
February 27, 2008 


Mr. Chairman, 

Thank you for calling this hearing today for giving us the 
opportunity to have this dialogue with and about the US Patent 
and Trademark Office. 

I would like to begin by thanking the representatives from the 
USPTO for their ongoing support of the National Inventors Hall 
of Fame. The National Inventors Hall of Fame, located in my 
district, in Akron, Ohio has received invaluable support from tbe 
USPTO over the last several years. Thank you so much for that 
support! 

For those who have not been fortunate enough to visit Akron, 
the Inventors Hall of Fame honors the women and men 
responsible for the great technological advances that make 
human, social and economic progress possible. 

Every year, the Hall of Fame welcomes new inductees who have 
made significant inventions during their lifetime. This year, the 
auspicious list of inductees included the inventor of fiber optic 
cable, the inventor of packet switching, the means by which 
information travels over the internet, and the inventor of 
implantable defibrillator. The Inventors Hall of Fame is a 
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tangible tribute to the advancement and innovation that is 
possible when intellectual property is properly protected. 

Because I am fortunate enough to have the Inventors Hall of 
Fame in my district, 1 am visited by a great many inventors, and 
other folks who have extensive contact with the Patent and 
Trademark office. As you might expect, pendency in the patent 
process is a primary concern and, unfortunately, often a 
frustration of theirs. 

While it is promising for our country and our economy that part 
of this pendency is due to the overwhelming amount of 
innovation that is taking place in our country, that does not 
excuse the problem. We must focus on making this process as 
smooth and efficient as possible so that we can continue to 
encourage the entrepreneurial expansion that makes our country 
great. 

Intellectual property is often the only property that matters in 
our new economy. And while we cannot hold onto it tightly 
with our hands in order to protect it, we can help our inventors 
to hold it tightly within the patent and trademark process. 

Thank you all for coming today and I look forward to your 
testimony. 
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Prepared Statement of the Honorable Darrell Issa, a Representative in 
Congress from the State of California, and Member, Subcommittee on 
Courts, the Internet, and Intellectual Property 


Opening Statement of Congressman Darrell Issa 
Subcommittee on Courts, the Internet and Intellectual Property 

Oversight Hearing on the USPTO 
February 27, 2008 


Thank you, Mr. Chairman, for holding this hearing. It’s always 
important for us to hear how the PTO is functioning and try to 
determine what improvements are needed, if any. 


Our oversight over the PTO over the past few years has been 
closely intertwined with the patent reform debate. It’s safe to say 
that this room wouldn’t be quite as full if that were not the case. 


One of the points I have focused on within that debate is the 
question of how to structure any post grant review process and 
how to restructure the current reexamination procedure. 


I have long believed that the PTO’s past reexam process allowing 
the same patent examiner who granted a patent to conduct the 
reexam was a mistake. I believe the PTO has made strides away 
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from this process by forming a separate group of examiners whose 
only job is to conduct reexaminations. To my knowledge, these 
individuals are never the same examiner who granted the patent. 

This is a good start, but as I have discussed with the Chairman and 
Undersecretary Dudas among others, I believe the reexamination 
process should not be the purview of the PTO. 

A more practical and less biased solution would be to give 
reexamination responsibilities to a body separate from the PTO. 

The patent reform bill passed by the House creates a system 
similar to this model, by using Administrative Patent Judges for 
post grant and reexam procedures rather than examiners, but 
process still takes place within the PTO. I am concerned that 
institutional bias may still remain in such a process. 

Beyond that, while I am supportive of the single window post grant 
review that the House patent reform bill creates, I do want to make 
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sure that the burdens imposed upon the PTO by the new process do 
not move resources needed to reduce patent pendency away from 
the examination process toward a reexamination process. It is 
more important to get it right the first time by granting strong, 
deserving patents, and therefore we must ensure that the PTO is 
able to use its funding most efficiently on the front end. 
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wnai GAO Found 

InrM'hnf lla‘ bM Rymrx lOiPTOfolMaHly litnMlflrii HAph^imtMiliiuiJ 
lOnriK raUlwHr* iMi ihr ImmMi *4 NVailalilr hindlrtf Inrrti Nml Mii InfOJluliriral 
til M^ifHift arUMhOtti imaIV ami mil un ilir rxlMtnn backlutt nr llw* 
rxpnini parirtil a|i|i<kelkin wtobknitl I ’M'Tll’a hif kk*f4kl>tlt|C Ma 

afimml lihW r«alMMr» b |p^*nil|y t'ritMbirnI m tlJi ari-rfilrtl Hnrkfnri'v 
plMimtiR ■tnMr^'iL Eih-h yrer Ihr mtmi'y drlrrmlnr* htm nuifty rvna pcMml 
nuunlnrra M Ium ihr bialih^ mmI Mt|«m1iHiry mhI irainiaiti t'lifah'iiy l«» Mrr. 
lltrHnnrt.lirrmMr lhM«|ifiriiMrlidians mH Ukr liiliiiimiunl IttiH many 
rxnvilnmi Mr nmh*d In mliirr Ihr rxbtiiq( lailrnl a|iplli*Nllts|i tiM'kliiK nr 
MkIrrMi Ihr hiHitw Ilf nrw afifilh'MitiaM, ll la imllkriy UtM thr anrm-y’ Mill lir 
alilr In riHliH'r Ihr ipiiM lr« Inh UnK ainttHy lliiitudt Hu IthltMl rlfuatA. 

AUhnt^di 1 *Srn^ b hlrtnK na nuMiy nrw (wirtil rtiaanlnrm aa Ha buihprl mkJ 
ImMiHMhauU iM|iMiiy mill at^ipnit, ntuilhai b trflnratlng hblnc lungrriM. muI 
numiiiipmi'ni nml iMlrtM rxmnliirm itumoia* almui Uir i'mwwm fnr 
allrilhiri Fmm 2002 ihmiiKh 200fi. iior laifrnl rJuinilmY lr|| 1 OIPTO fur 
nmriy r«Tty tvru llr niertM^ hhrit Ttib rrprvantia ■ alnnUkriMil kMM lu iJir 
anrtv-y 7D |irri'r«il sif UwMr Hlailrfl liwl lirrtl M lltr mlpta’y M Ine 

Ihui & aanJ iith |i«lrni rumaimta aar iirbtuMlly rmpt'CMlIik* fnt iIh' 
MlkittalhM mnnvr B(f4h'Mk>tMfnifU Ihr tw-khift. AiMtirUInkliitOirTO 
niiiiwft**>Mi‘ni. |iMrta runihirr* Imw ihr iictmitfily fur ihtmiiiiiI 

ri iM ailM. Mirh iiafhr>4»fa4 |ir|nil«H*aal Hi «t fadtitfy rmaniiA IlinitillMa, 
fl7 |Mmml *4 palmi nuMtilnrni kJbiilUinJ thr ii|pr«M 7 'a priaJtMikifi Snob m 
(inriifthrlirliiiMymMiiiMi'tuMiilnrmnuiyrhiMaarhsIrMVrllSI’TlI. Tlirar 
lifiKhalhiai giMb arr iMtanl «im Ihr iMimlArf *4 li|^i)hMlhifM |uUriil rjuuiUmta 
rruMl riini|i|Hr Niirrkly nml hnVi* mil mljiaanl In rrfini Ihr 
cxiaqilrxily nfiMlml aiipUrMbOM abirr lUTlv Mnrrtnw, 70 prrrrnl uf pnlrM 
nuunlnrr* ri^Mirirsl mti^lnk unfaihl nvrrUiMr ilurtntt Uir |Mua ymr. Mi nnlrr 
III mcH Ihrir pMiitiai-ihiA omK Sia-h a innb* |M*rrrtilj«(r nif |iMriii rtuMithti'm 
wbi arr Hurklnc rxim ihnr in mrri iliHr ptinliMikMi ipiab mmI wtaikJ 
rtimaH* hi lreat> Ihr atfrm 7 brraiiar <4 llw^ Knala may br on Indlculkin lhal 
Ihr |iffiHliU’t|nn ipiob <|(i nm at'imlrly rrOni Ihr timr {iMrtil rxnanlm’ra 
iimi In riHfpM Nt^itiiHlititM ami b timk*r«iinlni( I 'STItt'a hlrimi rfTnrLa. 

Ihr rrlriMhio ImTHtWra ami nrxjlalltira |iffnvhlr(l hy I fSPItl nvi*r thr InM 
yrara iMh>mlly atkCh hMIi thr |irlnta«y maMitM UlrMlflnl by imlrni 
nuiMiliirr^ fnr alayW « Hh ihr mtrnrjf Ih'l wt'rn 2002 nml 200K. I Vl'Tl t iMrtl 
aiwtrly oTiHrfMkici Ortiililijtirs aui'h aa a aprcial pmjf mir, |irtftinMnrr 
IwaiiM r a, 0rtul4r wnak M'htalulra,aniJa Irlrtnnrk |imi|nunl« c*m'titini|tr 
IMilriii i^MirUnrm hs atay wllh lla* a|p*m7. ArcnrillfMI hi I ^'Tl t inaruiitrnM’iil 
Ihr imni rfIrrUiv rrlmlhiti rfrntla llaiar rrlatrd lomai|waiMrihin ami 
an rffrfmm'rtl ntirk rminitwiml. IsAl t^a aiv^ry <if patent rxanilnrra ImilnMra 
lhal rmnt |«trtii rjuwuhM^ irt«rrally i^i|irnvi^ tsf |lSPrii'‘a n*triainfi rfftota, 
MhI ninicial Ihr aMrmy'a mbuy ami tilhi^ imy im'etillvra an mHI aa Uh* 
Orxihlr iinrk artinhikr anHinc Ihr prititufy nwHiCM fur aUyhttt Hkh Uir 
MTtiry. 
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lYic llononblf Tom Dmis 
Rjinldng 

Commitee OA CHtralxlii and Uommnmt Refonn 
House of RepfesenumTO 

De«rMr Dmls^ 

lYMecang UueUecluai property rtgtits ami efMxxmgtni technolo0cal 
pru fftJB w Imponamt for enMirtng Uie currmi and futuie 
coanpefittvvoett of the rnlted SUtes TV U5. Patent and Trademark 
OOke (irSPrO) helps proceei the natton's compeliti\Tnea» by granUnK 
pacencs for Inncnalitins ran^lnx from new irvatmentsi for dHeaaea. to new 
wirtflem lectiaulu^ appUcaikwis. to new \'ar4etiea of plants ' lISPTO's 
abUUy to keep up with the dnnami for patents fea esnentlal for arJUeyini its 
niMon Howmw, tncrranes ki both the volume and complexity of potent 
appIksUom have lengthened the amount of time it takes the agency to 
prorea* them As a result, the inventory ol potent applications that lunT 
not yet been reviewed, called the backlog has been growing for over 1& 
years>-since fiscal year 200S alone, the backlog has increased by nearly 73 
perrent to about TWXiOO apphcaoons 

Inventors submit apphcailona to l^PTO to obtain a patent for their 
intmUona and the right It affords the holder to exclude others from 
maklfig. using, or telling the patented Mem In the United Stales l^SPTO la 
funded by fees collected from the public for specific activities rrtated to 
processing apphcatiom Tlie spending of these fees is subject to 
proviskona determined by Conieress in annual appropriations acta USFTO 
reliea on a worttforce of neatly 5,000 patent examlnets atumveys, 
en0neersv and ocher scientific and lechnicaJ profesaionsh to review amt 
make dedaioas on potent applicallons TV number of these prufesBionah 
that USPTO hires, as well as the overall slxe and experience of the patent 
examination workforre, affects five numiMT of applications tliai can be 
reviewed In any given year. As pan of tV review process, potent 
exanUnem are amigned what is known as a biweeldy "production gaaT on 
IV basis of their posicion in the agency and IV types of patent 
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ifiplk'ftCkun tliry mt oMpifd lo mlrvr* ProductkMi soato arr ttu* luimbcr 
of ipftclAc acitena and drcMons that patent ncaminm must make about 
patent ^tpllcatiom they mifw during a 2‘Wcrl(pcf1od* l*aflent 
etcaminera' perfocmance to aaoeased biweeldy on Ihetr ability to meet thetr 
producikMi goato; thelf tnablhiy to meet theae goals could ha\« an Impact 
on their compensaclon and continued employmeni with the agency 
Howe^'er. as we noted In 2006. the assumptions underbing the agency’s 
production goals were establlahed m'erOOyeani ago and han^e not since 
been updated 

SUrice 2000, USPTC) has Implemenied a variety of human capital 
OexibilHies Intended to hHp recnill and retain enough paleni examiners 
and maintain a w'orfcforce that Is sufnclem to meet the demand for 
patents Ibeae flexIbUities base Included the use ctf recruitmeat bonuses, 
law school lullton reimbursement, and a casuad dress policy. In 2006, in 
rrsfmnsr to rongrestoonal concevm about l^PTO's efforts to attract and 
retain a quaUAed worMocre. we rrfKuted Chat It was loo soon to determine 
the iung-tenn success of (tsPTO's recruitment and rrtenliun efforts 
because, In part, they had been Inconsistently sustained during the limited 
time they had been In effect and that not all of the planned Initiatives had 
been tmpletnented* llowes-rr. concerns hsrvT continued because of 
Increasing paleni examiner attflikm, especially among patent examiners 
who hme been at the agency for le» than 6 yean, which Is causing the 


^ jirqitaMuaMS"*'** wvto^<ae«ns*i«w><ir s«*sgit w t— ana w»u»» tit 
IlluIrriMnSim uaKlraW’Cl liaSQ.tDtTMtlSi’all Mil EsraMriTlIlX <7) 

t'nf iSre AirS S i t f r . mS MiSSMlSet W w w M y. ( I) CnMiaBWatlcwi. (S) 

Ki bSi'im Sw Um. Elf>rtnnS mt4 ( toUrto Sy Ut— mU I'MiftNiMls (Al T Y imrumstw. 
ta»n—S- Oiitiswn ii. aatSraSMrr. MUmhS 2Svi«1ijr Mi UfVWir ami 

nwsro. 1 7) II" iwH’to Cnanmvws. ilmista Hiinsc whI Md <a) is^Maw is 

AlUrWaJit— hiWM 

>Siqi>Uari»»Mil( 7 nton*«M«ailto'‘|MWiSiefillr«IS«i |«m«M lu «"rtoMlr |MirBl 
i"unWvT*' af«n«mMr«< <Im stontear W Hi* |wli M rkMrim'* sssd «*IS«n M ini' m Ki 
uf iSr CMT Mf«i aaUM nai'lliM aaa Sii« lir b»-kiu «kllr«i rte» SUISd m WM 

W SMdr. Thr (Stoif ■dliWiiM f mhrm UW U <« MS lo Sir 

ttnard oT I'UasS imt InWflrMarm 

\mt >1 /iifcairf irf Uaa /ftnmp Kmnmamaam, fmt 

>isi- ijii •» tosraiMi toll D c. jsm 17, jDtn^ 


rvt 


(•/uvoT-nsa UA ewM ms Tr«*>—*s omw 





160 


woddoirr lo grow m ■ dowrr nMr ttian would br cxpwtcd gKm tiM* 
numbrr of piitmt rxainifim the agency has been hiring eacb year * 

In tills eomestt yon aaked os to ddennlne. for die last 5 >'ear». (1) 
l^SPTO's proceaa for kdenttfying kta annual lUrtng eaiimaiea and the 
lelaOonahlp of itieoe hiring esUmates lo the patent appQcailon backlog; (2) 
the extent to which patent exanUiwr hiring has been offset by attrition at 
ItSPTD. and whai facton may contrllNite to patent examlnm* dectolons to 
leave the agency; and (3) the extent to which the retention Incenttvea and 
flexibAUtles l^PIX) haa Unpletnented align with patent exanUnera' reaaom 
fur staying with the ajpmcy 

To determirw USPTO's proceat for developing annual hirliig eatlmates and 
the relationship these estlinaies have to the patent rqxpbcatlon backlog, we 
Interviewed agency ocndals and reviewed agency docviments and reports 
by other orgarUxatloro teUttng to I'SPTtXs workforce pbniUng proem, 
kidudlng data the ageivcy used to IderUify the number of patent exaininets 
Mptonnrdtohlretaiearhoflhelastftfki^yeafe. We arv^yzed potent 
examiner and patent appUcadon data fur the last 5 fiscal yeam. aa well as 
rSFTO'sprvdrctionsof that data through fiscal year 2012 In addition, we 
reviewed the Office of Petsoruvel Management's (0PM) workforce 
planning guidance and Interviewed officials from OPM's Human Caplial 
A sBe m ment and Accountability Ptarue wo tk Office to develop chterla to 
assess USPTO't workforce planning proce» To determine the extent lo 
which patent examiner hiring has be^ ofbet by attrition at USPTO ov'er 
the last (yean, we analyzed paietu examiner workforce, hlrmg. and 
attrition data from tins time peilod To determine (actors that may 
coatfibute lo patent exannlnen' decialans lo leav'e the agency, we 
conducted a Web-based survey of a nradfied random sample of 1,420 
l^SFTO patent examiners Overall, we received an flO percent response 
rate to our survey Estimates based on this survey allow us to prefect our 
results to aO patent examtnefs at l^STTO with a 06 percent level of 
confidence All percentage estimates taiduded to this report have a 06 
pcfcent confidence Interval with plus or minuB 6 percentage points. To 
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addm* thto ot^)fcttvp, wr had to niy oo ttir vtrwa of carrmt psMrnt 
ncaminm because tSPIX) doea not cnaintaio contact (nfnrniatk>fi for 
patent rxaininere that tovr left the asmcy and %re could not Idendiy any 
orvaMaaona that nuanatn thH informaOon for USPTO staff In addition, 
we liiiefvtewed tSPTO ofAclals. represenudNes of the patent exanuner 
union— die Patent Office Plrofesrtonal Association (POPA)— and an 
oCfictal from the American Inteiectual Property Law Association To 
determine the extent to which the retendon lncend\es and flexlbllides 
provided by 1‘SPTO align with patent examiners* reasons for slaying with 
the agency, we interviewed USnt) otOciab about the rvtenUun IncenUves 
and OexiMlties they have uaed in the past 5yeafa. n*\1ewed our previous 
report on l^PTO's recruttmcnt and retendon eCfurts, interviewed 
representatives from POPA and an ofOciaJ from the American Intellectual 
Property Law Associadun to obtain their perspectives on facion affecting 
patent examiner retention and wortdoad. and used the Web-based survey 
described above to obtain patent exainlnm' views on irsPTO's retention 
IncenlhTs and flrxlbdiiiea. i^ieciflrally. we tnu^ patent exaniinem* 
views on the rrastuis they would choose to stay at the agency Appendix I 
contains a more detailed dNcumlon of our trope and meduxtology We 
conducted our work from Auguit 2000 through July 2007 in accordance 
with generally accepted government auditing standanK 


Rf^llltS in Brief in each of the last 6 yean, USPTO has identified us annual lUrlngesumates 

on the baals of the agency’s fundmg lev'els and Iratiiution^ capacity to 
support additional staff and iKit on the exMlng backlog or the expected 
patent application workload Because of Its IncreaslRg workload relative 
to Its existing workforce, over the last 5 yean. l^SPrO has liad to hire 
addlUonat patent examlnen each year The primary factors that 
determliMH] USPIxya annual hiring estimates during this time have been 
the agency's annual fuming levels and Us capacity to train and supervise 
new patent examiners About 19 mcmtiis before the start of the hiring year. 
USTlt) conikins these tocton to determine Its projected hiring esiinvatm 
for the coming year During these 19 montho. the agency refines those 
estimates on the basis of its most current budget and patent escaminaiion 
workforce data to determine the number of pateiu exauniners the agency 
can actually hire. In each of the Iasi 6 years, for various reaanns. the 
number of patent examiners the agracy artnaily hired differed from the 
hiring estimate that the agency had originally projected For example, the 
projected hiring estimate for ftscal year 2001 was 7S0 potent examlitets, 
but the agency actually hired 443 b^aose of subsetiuent funding 
kmltalions USPTO's current procesa Is conalsteot with workforce 
planning strategies endorsed by OPM, though it Is a significant deviation 
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from the ageocy's prr\1ou» worktocre planiUng ftrategy. which wa» more 
directly lUiked to the patmt ramlnatlofi worhSoad 0\Tr the last & yean 
the tsefkcy has moved away from Its prior atrategy becaBse h reohn^ that 
Hdhl not have the inatttuUonal capacity to tnlo and supeiMae the 
relach'ely lame number of new pateM examiners It would need to hire 
annually to keep pace with the increasing number of Incocnliig patent 
apphcacloRs expected each year Although shifting to its current approach 
has enabled l^SiPTO to belter maich Its hiring esumates to ita Insdtutional 
training and supervisory capaciiy, this approach does not take into 
account how nuny patent examlnen are needed to reduce the backlog of 
esiiailng patent apphcaikma or address the expected inOow of new 
appUcatlona Conaeqvenily. the patem appUcadun backlog has conitiuied 
to increaae. and M d unlikel)' that the agency will be able to reduce the 
backlog aim|^ through Its Mrfng efforts 

Phom 2002 through 200^ patent examlorr atmtlon has conttmied to 
slgniScanUy oflsei t'SPTO’a hiring pcopv as Although l^SPTO is hiring aa 
many new patent examinees aa it has the annual capacity to supenlac and 
train, for nearly rsTry two patent examiners it has Mrrd ostt the last 5 
years at leaat caie has left the agency. Specifically, t^PTO hired 3,672 
patent examiners between 2002 and 2006, and t.lMS patent examinets left 
the agency during this lime More Importantly, of ih<^ who left. 70 
percent had been at U8PTO for less than 6 yeais ‘This la a slgnlAcanl Ion 
to the agency becauae. according to l^SPTO uffidala, new patent 
eXMiUners are prlmartly reapomlbie for making the Initial dedslons on 
applications, which remcnea them from the backlog We found that within 
the agency there Is significant dlsagfeeinent about why patent examiners 
are coaOnuing to leave Acconlng to l^SPTO management, patent 
examiners leave pclmarlly for personal reasona^for example, becauae the 
job to not a good fit for them or they need to relocate becauae of a spouse's 
>ob. In contrast, patent examhieis. and the union officiato who represent 
them, kleniifled unreallsdc agency production goals, which were 
established 30 years ago. as one of the primary reaaocts patent examiners 
may choose to leave. For example, union ofllclab lold ua that attrition can 
primarily be attributed to the taisufllcient amount of lime provided to 
patent exanUnevs to meet their production goals This was supported by 
our survey of patent examiners, in which 67 peirent Incicated that the 
agency's prtxhicllnn goals were among Ihe primary reasons they would 
cumd^r leaving I'SPTO. Moreover, lo meet their production guab, the 
malortly of patent rxamineni had to work substantial unpaid overtime In 
Ihe last 12 months, while many others worked while on annual leave. 
According to one of our survey respondents. Nacadon time meora catch 
op ome * Such a large percentage of patent exammers working extra time 
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lo mm their production confai, an indk'aiion that l^PTO’a production 
to$H may no longer acninitely rHWet the dene pntmt examlneri nerd to 
review apfdiralions GKto the high rete of attrition that may mult. In part, 
freun such outdated production gojds, we are recommendlRg that l^PIX) 
undertake a compreheiMlve evahiaiion of how k eaiabllahes thew goato 
and revtoe these 0 o>als as approf>r1Me 

The retention incenthTs aiui fleidbiUdes that ttSPTO has proilded over 
the tJM 6 yean generally align with the ptlinaiy reasons patent exafnlnera 
Identifted for staying at the agency USPTO nuuuigenicnl told us Utai Uieir 
most eflecth'e retention effurta havv been tliose that provide addllional 
cumpeiuiadon to and an enhanced wort environtneM for patent 
examiners SpeciheaUy. ITSPTD oCSciab Idendfled the agency's special pay 
rates, which can be more than 26 percent above federal salaries for 
cumparable poalUonsc the agency's bonus structure, which allowa patent 
ncamineni lo earn various cash awards for exceeding production goals; 
and oppurtoniUes for patent escaminem to woiic either pan-time or ful- 
time from mnote locations as being the most effecthe rrtentiun lu e asur e s 
for the agency- For example, in Asral year 2006>. l^SPTO awarded 4,646 
bonuses lo patent examiners totahiig over 1106 million; patent examiners 
may receive iqr to three differeni types of bonuses lo a fincaJ year ‘That 
same year, approximately 20 percent of patent examiners pardcipatod In 
the agency's telework program, which allows patent exammers to work 
some or all of ihefr dme from an rff-stte location, and approximately 10 
percent of patent examiners were enrolled In the hoteling program, 
through whkh L'SPTO provides equipment lo those patent examiners who 
are approved lo work ful-time trom an otf-slie location AccordUig lo our 
survey, most patent examiners generally IdenUfled these types of retention 
Incentives and flexibiUiies as among the most Important reasons to stay at 
the sgrnry For example. 56 percent of patent examiners identified salaiy. 
and 49 flexible work schedules, as the primary reasons for staying 

with the agmey. 

In Its wriilen cticnmenta on a draft of our report (reprinted bi app OX the 
Department of Commefce agreed with our flndlngi. conctusloos. and 
lecommetwtadon In adcfttlon. the agency provided technical cocnmenls 
that we have Incorponued as appropriate. 


BHckgroiiiui 


To obtain a potent, im v n tots or more usoaUy their altotiMys or agents— 
submit an applicadon to I’SPTO that fuhy dkwlaars and dearly* drsrrUMs 
one or more dminct innovative features of the proposed Immtlon and pay 
a filing fee to begdi the examinadon procem Fateni examiners review 




u/uvoT itss t'A rutm Mti *s 




164 


UN9r afvUcatkin to dHcmilnc If ■ patmt 1« wairantcd In nuldng ihia 
dcCcnmiiabon. patrat fxafnlnrri musl inert two ^ect5c mDmtonn In the 
pilmi exanilnjttovi proctm Anrt actlofis and dt^wsals 

• nm action. Patent examlnen nocl^' applicants alKiiit the patmiahUlty 

of thdr im'ention throu^ what la a flnt action After 

determlnlnjc If the Invention la new and useftil. or a new and uaeful 
irnprmTfncvii on an existing procent or machine, pateniabUlty la 
determined through a thorough Inveatigalion of Informalloo related to 
the sahiMi matter of the patent appllcadon and already available 
before the date the appIkMon was submitted, called prior an. Prior art 
tnclodra, but la not hmlled to, pubhcallcna and US. and International 
patents 

• Disposal Pacmi examiners depose of a patent apphcatlon by 
determining among other thin^ if a pmeni win be granted— called 
altowaoce— or not 

Patent examiners recetve credH. called counts, for each first acUon and 
disposal, and are aaslgned producdun goals (also known as qtmcaa) on the 
basis of the number of proWtJon unlt»— composed of two counts— tlwy 
are expected to achieve la a 2-weefc period Ihe counts In a production 
unit ma>‘ be any combination of first acdomi and disposals 

Ihe production goals that are used to meaaure patent escamlner 
performance are baaed on the same aaaumptlona that USFTO eatabllalted 
in the 1070a. At that time, the agmcy aet production gnala In the belief 
that U should take a patent examiner a certain amoimi of lime to review a 
patent application and achteve two counts baaed on the patent examlner'a 
expertence (aa determined by the patent exaunlner'a position in the 
agetwy ) and the type of patent op^lcation reviewed Aa a reauit. these 
goaH vary depending upon the patent examiner's podiloo in the federal 
government's general schedule (GS) pay scale and the technology center 
hi which the patent examiner works* for example, a GS-IS patent 
examirwr working on data processing ipphcatlona Is expected to achieve 
two counts In 31 d hours, whereas a GS-12 patent examiner working on 
plastic molding apphcatlom Is expected to do so hi 20 1 hows^ In contrast 
GS*? patent examiners working on these two types of appUcatlora are 
expected to achieve two couma In 45 I and 23 7 hours, respecttvely 
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Paiml rxjmlnrr MUriTnirfits wr rrconkrd bhvtrUy. «nd M of 

«»ch Cbrai >rar. ihoeie patfM ^>f)liraOocis that havr not brco miewrd for 
flnt action arr counted an pan of lT$f*TO'« Inrventocy of unexandned 
appllcacloas, atherwtoe known aa the tMtcm appdcailon bacldoc In 2008. 
we reported that the patent applkadon backlog had tnereased by nearly 
2S0 percent from 1900 to 2001. and that L^SiPTO had prelected that the 
kit'eniory would kncreaae to between 363.000 and 512.000 in Aacal year 
2002* tn addltton. we reported that the agency had made three 
aigntOcanily dfrerent predkitona about the future of the backlog In three 
separate reporta that were baaed on dlffereiu aaaumpOorur 

• to imfl^WTdKmriOttirrVirimrnte/fini, In 2001. L^SPTO protected UiJil 
the backlog would tociraae to ^moal 1.3 mtlbon by the end of flacal 
year 2000 

• to trSPTO'a/huunciw /Inn. In 2008, the agency projected that the 
backlog would toerraae to about 534.000 through tistcai year 2007 

• to the jflsrOwlHrp.srmiepir/liw.in 2008. 1'SPTOproiected that the 
backlog would deerraae to about 144.000 through fbcal year 2007 * 

In 2005. we also reported on fSTTO’s efforts and challengea In attracting 
and retalntog a tiuj^Oed patent eaountoatlonworlcforce Specifically, we 
reported that l^SPTO faced human capital diallenges because, antong 
other thli^. h liad not establiahed an effective mechanism lor numagera 
to communicate and c<41aborare with patent examiners, and managenr «id 
patent exaniitiefs had differtog optokma on the need to update the 
monetary award system that la baaed on assumptions of the tone H lakes 
to miew a patent apphrattnn that were established to lOTfi We 
recommended that l*SPfO develop formal strategies to inquvne 
conununlcation and cotiabaratlon among management, patent examiners, 
and the union to resolve key lames idetutfled to the leport such as the 
assumptions underlying the lyuota system In response to that 
recommendation. l^PTO co^ucted an Internal survey on 
communlcatton. and ks working to develop a communication strategy on 
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the basis of ttw* results. HowevTr, the acmcy has not addrmed tttc tames 
we tclenafted relating to the nmurop ttoctt iiiidev1>tng the tiooia ayatem 


USPTO’s Annual 
Hiring Raliinatos Arr 
Dotenninotl by 
Funding and 
Instil ulional ('apacity 
and Arc' linlikc'ly to 
RchIiicc' the* Patc'iil 
Application Backlog 


Cher the last 6 yean, as a result of iia Increasing worldoad relaiKe to Its 
extsMng worttforce. l^SPTO (tetermlned that It wouM need to hire 
additional jMrteni examiners each year Howeser. the agency tdentlOed Hs 
annual hiring estimates primarily on the basis ol as'ailable hinthng Inels 
and Ms tnstltuUonal c^xaclty to train and superxlse new patent exaintnen, 
and not on the basis of the number of patent exanUners needed to reduce 
the existing backlog or review new patent appUcatItHts While the prorexa 
l^SPTO uses to klenilf)' Its annual hlrtng esdmates is consMeni with 
OPhTs worWorce planning strategies and has efttUed the agency to better 
match its hiring estimates to its InaUiiiUonal csgiadiy. U Is unlikely that tlie 
agency will be able to reduce the patent application backlog simply 
through its hiring efforts 


I’SPTO’s Funding Lewis 
•ind Supervisory and 
IVaining Capacity 
Detenu inc Its Annual 
Hiring F^tiiuates 


According to I’SPTO, during the last 6 years, the agency has used its 
aswllsNe fumhng lesTb and its rapacity to supervise and tram patent 
examiners as the prmary tacturx for Identifying its projected annual luring 
estimates f^jecUkcaly, I'SFTO begins the procem of Identifying projected 
hinng estimates aa part of creating its iKjd^ submtaslon for the Office of 
Management and Budget (OMB) 18 months before the start of the hiring 
year in order to meet OMB‘8 budget submiasloo timeline As part of this 
process, the agency considers expected funding levelf and patent 
examiner workforce data that are available at that time.* On the bosls of 
these data. l^SFTO next conskleni Its Instiiutlonal capacity to supervise 
and train patent examiners For example. In Identifying Its Oscai year 2002 
hiring estirrurte. l^SIPTO determined thai fundbig availability would limit 
the number of patent examiners the agency would be aMe to hire, and 
used the number of patent examiners III had hired In the most recent year 
aa a guide for Ua pnifected Wring esdnuf e However. In fiscal years 2003 
ihroi^ 2006. l^PTO determined that funding levels would not be a 
kmiiing Ihctor for hiring, and therefore eslaMished its hiring estimates 
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prtnunly bawd on Its InsdtuOonal csgwcUy to supm'tsr sad train polmi 
ncsfnanm. 

In determlnitiji Its iradiiiUofisi cattncUy to sopeotw and tmtn new patent 
examiners, l^SPTO considers a number of faciors For example, the 
aiBency esttonates Its su|>ervtsory capacity by determining how many 
addlilonal patent examiners can be plac^ In each of the technology 
centers number Is limited by the number of supeiMsorsavaltable In 
each center who can sign patent appllcailon approvab aiwl re>ecUoiis and 
provide on-the-job training for new patent examlnefs Ahhuughnew 
patent exarnmers can review the prior an relating to a patent application, 
only supeiMsors can authorlae a new patent exanitoer's decMon lo 
approve or r«d^ a patent appMcadon ” Tbecefore, the agency tries to 
ensure thst the patent-exsmlner-to^apefvlsor ratio is about 1 supervisor 
for every 12 patent exacninefs; otherwise H couM residt In delays and 
hiefArlencIra In making Initial and final decfadon a on patent appheailona 
SUnilarly. l9PTO‘s training capacity kv determined by the number of 
patent examinen the agency betfeves it can train In a year Before fiscal 
year 2006. training capacity was determined by how many patent 
exarnmers could be accommodated In the required training coorscs 
offered by the agency to new patent examiners Ihis training consisted of 
2r or ^sreek courses that were offered throughout the year and were led 
by supetsisory patent examinen The courses could accommodate about 
16 patent examliters each, and in fiscal year 20tM. according to L^PTO, the 
agency offered about 26 training sessions 

Because t^SPTO's profecied hMng estimates are ertsMlahed at least 18 
months m advance of the hiring year. I'SPTO continues to refine them to 
reflect changes that might occur dating the IBmonih period For 
example. In 2002 l^SFTO established a pnofccted hiring estimate of 760 
patent examinefs for fiscal year 200f when It created Ha budget 
subndssiunforOMB However. l*SPTO actually hired 443 patent 
examiners In fiscal year 2004 because of budget conatrainls that had to be 
coBslderrd after Us original estimates had been developed Figure I 
shows USPrCFs projected and actual hiring numbers for fiscal years 2002 
through 2006 
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y>fMr> I : MPTO PiIm* tM a mmm Pr«|acM Htratg lilinMiM and Acladi Nwnbar 
Mrad. Fiacai Yaar* 3003 tiWo«9h 3000 



lYid rrasom for ittd <ilTefvoc«a bHwwfi prQ>ectMl Mrtnn esttmalM and the 
number of patent exuninen hired kn fbriil >'ears 2002 Uutni^ 2006 were 
prlmufly lelaied to fuming; B\oAlaU]il>' In llacal >^819 2003 and 2004. 
arcordlng to l^SPIO. tlie agrac>**o apfntipctations were sl|cniilcnnU>' kwa 
than the a^nwy’a bodgrt requests. As a result, the agency eouM not 
dnanciaUy support the numl^ of new patent examiners It hod Initially 
planned to hire Conversely, In fiscal yearn 2005 and 2006, 1’SFTO hired 
more patent examiners than originally planned because the agency 
rccfhed greater hinding for those years than urtglnaliy anticipated 

lYie way in which I'SPTO ideMifles annual patent examiner hiring 
eatuiiates Is generally consistent with worlcforre planning strategies 
endorsed by 0PM OPM has ktenOftcd key elements that agencies shotild 
consider when planning to Mrs adcfttional petaonnel, wtd OPM ofllcials 
told us that these key etements are well recognised throughout the OeM of 
nx>rfcforce planning Por example, OPM recommends that agencies 
regularly' track workforce trends to ensure updated models for meeting 
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orpnteatkual nrrdi, base d«cMoa« on aourcf of Inforaiation such m 
paiit workfonr data, and Indudr la ita woricforcf planning proem a 
workforce analysis system that IdentlAesi current and future kmses due to 
anrtdan We toami that m Idendiying lb htflng esUinaies, ttSPTO genenily 
appl^ these pnrK'lples becaitse M makes derisions on the basb of trends 
ki tiiniUL attntloA. and total workforce data from recent years, and 
kdentlAes curreru looses due to attrition when Identifying lb annual hiring 
cstlnutes arul esdmaies of attrition for the tilling year 

Alihouih consistent with <)PM*s workforce strategies. l^SPTO's cuneni 
appruadi b algnifkaiMly dlffeiem Drum the approach that the agency used 
peter to ftscal yew 2002 At tliai ttme. the number of patent examiners 
l^SFTO wanted to hire was based on the number of patent appUcatlons the 
agency expected to recehe In the hiring year, as well as on the anticipated 
patent ap^lraUon backlog at the beglrnkfig of the lilting year According 
10 USPTO ofBciab. bnee flsca) year 2002. the agency haa rooted away 
from this approach because It rrallxed that It could no tengcrsupervbe 
and train enough pairni examiners to keep up with the Increasing 
worklaad. 

However, USITO reco^itxea that It needs to Increase lb litslttutional 
capacity to hire more patent examiners, and In thb regard to taklRg steps 
to Inciease Ms training and supervtsoiy capacity For example, to Increase 
Ms training capacity. l^PTO implemented an S^onth training program In 
ftocal year 2006 called the Patent Training Academy that will pfoilde the 
agency a constant annual training capacity of 1^00 new patent examinere 
for each of the next 6 yews l^PTO also believes that the academy may 
kidlfecily Imprcne the agency's supertlsory capacity because It will better 
prepare new patent examiners to start woik ki a technology center, and 
therefore they will need less tupervibon and on-ihe-jof^ training l^PTO 
plans lo nsofiltor new patent examliMts after they ha%e graduated from the 
ac a demy fai order lo determine If the agency can hinhw use thb approach 
to Increase ka institutional capacity ai^ therefore, tb future annub hiring 
estimates 

Even wrltb Its Uicirased hiring estlnutes of 1.200 patent examliwrs each 
yrw for the next 6 years. I’SPTO's patent application bncldug will 
continue to g ro w, and to expected to Increase lo over 1.3 million at the end 
of fiscb yew 201 1. According to l^PfO estimates, t\m If the agency 
were able to hire 2.000 patent rxamlnefs per yew lo fiscal year 2007 and 
each of the next 6 years, the barUog w«Mild continue lo Increaar by about 
200,OOOBppUcaoonsto063.Aldattheendof flscbyear2011. Theagency 
has acknowledlged that It cannot hire lb way out of the backlog despite lb 
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rrcml inrrrxaics in hlrlRg, and li now (ocuKd on alowtnc th< growth oi 
the baddoc inadnMl of reducing it 


Althougli l^SFTO is hiring as many new paieni examiners ss M has ihe 
annual fundmg and insumttonal csfiacliy lo sitp(»ort Increnaing attnuon 
among patent exammers has resulted In the loos ol one patent examiner 
for nea^ eveiy two hired over the last 5 years While agency oOkials 
died personal reasons for patent examiner aitrtttcn. patent examiners 
disagreed and dted the agency's outdated production goals as one of the 
primao' reasons they would choose U> leaxe the agency 

DiiiagrtH* alM)iil (lir 
Keasuiis fur Allritiuii 


Attrition Has Greatly 
Offset Hiring over the 
Last 5 Years, anci 
Agency Management 
and Patent Examiners 


Owr tho Last 5 Years, One Althou^ I’SPTO Mred 3,672 potem examiners from Ihe beginning of fiscal 
Patent Examiner Has Left >'*v through fbcal >x>ar 2006. the patent examination workforce 

I'SPTX) for Nearly Ex^eiy increased by only 1,644 because 2.02S potent examinees eltJier left Ihe 

ISnrn Himd agency or moxed to other podtions More specifleaUy, during this time. 

1.613 patent examineni left the agmey, and 366 pirtent exarntners were 
either transferred or promoted out of Ihe position of piatent examiner As 
shown In figure 2, of the 1.643 potent examiners who left the agency, 
approximately 70 percent had been af l^SPTO for leoi than 6 years, and 
newly 33 percent had been at l^SPTO for less than I year/* 


* rowiiattrf* villi inii»awT«4 of viw afima^isl tiui of 
•. bqHwwfM^Mlt'XPTO wl t*'pe^vU <inwm l wiviit> t1> 
V MiMMi fhNti Oaral JUS iSfiiiidi 




uACMmiss Mti *s c>mw> 





171 





Thr attrlUoci ot p«tml ramltHm who wrrr M the agmey for Irm Ui«n ft 
jTwnteavtghlflirjwt lonforl^SPTOfora^iwirtyof rrawfis nnrt. 
became these less experienced patent examUieta are primarily mponalble 
for makifig the Initial decMon on patent appiicationa. which to the 
triggering emit that remomi ofHrficaiiorw from the backloi^ attrition of 
these staff aflecta LtSTTCKa ability to reduce the patent appllcailon 
backlog Second because patent examlnera require <4 to 6 yean of on-ihe- 
)ob experience before they become fully proficient In conducting patent 
applicacion miewa, when these sialf leave l^PTO the agency loses as 
much as ft years of training tnveaunent In them Third the continuous 
churning of so many new patent examlnen makes the overall workforce 
less experienced As a result, the more experienced patent examiners who 
have the ability to examine more applications in less time have to kisiead 
devote more of their lime to supervising and iralnliig the less experienced 




tiACMmiaa ew«« m«i Tr«arMi« r»m»«> 





172 


fUff , Uwrrtiy fonhcr rrduclng tlic ovmi fiftMliicttvtQr of llic stgfncjr 
Fknally, UmM* woctdorcv loasn affect the ageiM*}’'* aupcniiiory capaetty, 
becnuae tt>e>' rrdticc the pool of potential mprn'tsocy p«tml examlneri 
for the future aiNJ therefore neflaih'ely affect l^PTO'a alHIlty to Increase 
Its cjqMNMQr and uhtmaiely Us Mrtiig soals 


USPTC) Management Unka 
Attrition to Eniployoea* 
Personal Reasoas, wliile 
Patent l^xanitners Unk It 
to the Agency's Production 
Goals 


We found that ItSPTO manimetneni and patent exanUnen (fisaioree 
sliciuacanily on the reasons for the atirttJon that Is occunrtng at the asency 
According to USPTO managemeni, peraonal reasons are the pttmaiy 
reasons that cause patent exanUnefs to leave the agency. * Son^e of Uteae 
reasons Uidude the following: 

• The nature of the woric at l^SPTO does not fli with the preferred 
working styles of some patent examiners such as those wuh 
mgineertng degrefs who are looking for more *tiandson* «q>rrlmcrs. 


• Many patent examiners enter the workforce directly out of college and 
are looking to add USPTO to their rfsum^ and move on to another Job 
elsewtiete rather than build a career at the agency, otherwhse known as 
the "mlltennlni problem.* 


• Patent examlnenmay choose to leave Che aresw as opposed to chocalng 
to lea^e the agency, ^ause their spouse transfers to s position 
oaMdr of the Wa^kigton, D C-, aresc the cost of tsvtng Is too high, or 
the compdlOon Is too high for entry into the Washington, D C., area 
graduate and postgraduate programs for those patent examtoieis who 
would like to pursue U^ier education 


l^SPTO managensent toM us chat the agency b taking steps to help address 
thcsie hstum throu^ efforts such as deseioping a reciuUmenl tool to 
better assess appttrani compailbliity with the agency’s work envlronmenl; 
targeting tnldcamcr profesbonab during the rrcruMJiicni process; and 
cosbdrrtng the crvatlon of oCflcrs located outakir the Washington. D C-, 
area that would provide lower costof4h1ng ahrmamrs for em^oyees 


While union ofAclMs agreed that In some cases personal reasons, such as 
the high cost of thing In the Washington. D C-, area, may lead to attrition 
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amoRg paiffii rxafnAom, tlxy bcU^T chat attrition at l^SPTO can be 
primanly altnbuted to thr anmltatlc production goals that the agency sets 
for patent examiners.'* Spectflcally, union offlctals explatned Hurt the 
production goals do not aOow ade^te time for patent examiners to do 
their work, especially lo light of the mcreased scnittny and quality 
lnktlatl%es impleniented by management they told u» that the production 
goals have created a *sneal shop cnlmre” nlthin the agency that requires 
patent exaimnen to do more In less time and has therefore been a 
stgnlficani contrtbutor to patent examiners’ decMons to leave I'SPTO To 
emphasixe thin concern, the imion joined the Staff l^nlon of the European 
Patent Office and other ItitematiunaJ patent examiner ufganicaUons In 
April 2007 lo sign a letter dedaclng that the preasures on potent examiners 
around the wotM have reached auch a lewl that la tl»e abaence of aeclous 
measuresi. InieOecittal property worldwide would be at risk The letter 
recommended, among ocher ihlnga, an Increase In the time patent 
escamlfM^ have to review patrm ^Mcationa 

According to oor auivey of patent examiners, 07 perrent. rrgarcUea* of 
their tenure with the agency, atpee with union offlciala that the agency's 
{undurtion goals ate among the pnmao' reasons they would consider 
leaving l^PTO Moreover, we nrtimaCed that 62 peremt of patent 
exarntners are very dissaiislled or generally dtssatisfled with the Ume 
allotted by I'SPTD to achieve their production goals. According lo our 
survey, 60 percent of patent examinees are also very dissatisfied or 
generafly dtssatisfled wMh the way In which the agency's production goals 
are cakrulated. and a number of respondents not^ that die production 
goab are outdated, have not changed in 30 years, and some technologies 
for which they evaluate applicaiions had not even been diacovwd at the 
time the agency's production goali were set Vilien asked for suggestions 
on how to Improve the production ^tem, 50 perceitt of patent examiners 
felt that the ^istem needs to be reevaluated. Including altering the 
production goals to allow more time for patent exambven to conduct their 
reviews. 
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l^SPTO rmplciym who portMpatMl in OPITs 2006 Fcdml Human Capital 
Sunnry rrportrd atmtlar rmiu.** Spfcincally, 80 prrrtvit of di# 
mpomifnta, compcMAg both palcnl rxamlncni and 
manaferuOMpenlaory cmpfoyMs^ reported that they believe the work 
they do Is ImporufiL* However, respondents were almoss even^ split on 
whether their worMoad was reasonsMe, with 41 percent conshtertns thetr 
workload reasonable and 40 percent considering It imreasonaMe 

We and others have noted in the past that the josumpaons the agency uses 
to calculate patent examloef prodoctioii goals were esiablkshed in the 
I9T0 b and have not ilnce been adjusted to reflect changes in science and 
technology Moreover, the agency use* these production goals to estabitali 
Its overafl performsnce guaK such as the number of first actions to be 
completed in a ghen year * Howei'er. the agency has missed its 
proJ^on* for ftrat actions completed in 4 of the last 5 yean, as shown In 
figure 3, which hmher suggests that these goals may be ufirealMic 
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CflianMirf and Actan* > ok Actont Co'*v^«<t * <•<*’ Y«art 7^02 th'oog^ 

aoM 




F\iitlimtM)fe. accunflng to otir snawy. pstetM f'xjunlnen aiv (ttitcxiffitMited 
with ihr actkmi th«y to i»kt In turdtr to mett Uwir producdcm goala 
ArcoitUng to otir aunty, during the Imt year. 70 percent of patent 
examlnen wurked unpaid mtrtlme to meet tltdr prodoctioa goals, some 
more than 30 extra honni In a 2*weefc period The percentage of patent 
ncamineni who wurtcrd unpaid mtttiine increased with the length of 
tenure they had arlth the agency We ndmaied that while M percent of 
patent rxantinm who had been at I’SPTO from 2 to 12 months had to 
woric unpaid centime to meet their production goals: 79 percent of patent 
ncammem wriih over 6 yeara’ experience at the agency had to put in unpaid 
ovemme In addition, we estimated that 42 percent of patent examiners 
had to worh to meet prochictlon goals while on paid annual leave (hiring 
the past year Hie percentage of patent examiners wortdng while on paid 
leave also was aignUk'aotly higher for those with a longer tenure at the 
agency Weestimated chat 1$ percent of patent examiners who had been 
at from 2 to 12 months worked to meet their producUon goals 

while on paid lease, and SO percent of patent examiners wMh over 5 years* 
experience at the agency had to work to meet production goals while on 
annual leave As one respondent to our sunvy explained. *Vacatlon time 
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mram catch up tfcme * Anodwr mfKKMlrfU mmaicd up tlir vtuaOon mm 
follows- *1 know that the produetkm poate arc art to keep ua cnnU^-aird In 
onSrr to help get over the baetdos but If a nutlomy of examiners cannoc 
meet Uioae cnafti without retytng on ufic>akl 017011110 or annual Iraie Uim 
aomptlUtig la wrong with the system * We esUmated that because of the 
amount of unpaid overtime that they haie to put Into meeting tlvelr 
production goato. 00 perceni of patent examiners consider It one of the 
primary reasons they would choose to feme l>SPTO. and 37 percent 
htemifted the amount of time they must work duilng paid leme to meet 
their production guab among the pclmary reaauiia they would leave the 
agency 


11119 extenstw amount of unpaid oiTtilfne does not appear to be a concern 
10 l^SPTO managrtneni, even chough the agency has not been able to meet 
ha pruducthlty giab for the last 4 years. When we <|urt1ed USPTX) 
management about the agntry a policy regarding patent examiners 
working unpaid overtime to meet their production gnala, the Deputy 
CammMoner for f^enl Operations toM ua, *Aa with many profisntionals 
who occasintially mualn at work longer to make up for lime during the 
day spent chatting or because they were lews productive than Intended, 
examiiirrs may stay at the office (or remote location > longer than their 
scheduled lour of duty 10 work * 


Relom ion Im oiH ives i^awe <<>w»..^’sPTOotto>d . ni»rt>« «< 

, ^ ^ , Uicendves and flexlbtlllles In three main areas to ImproiT the retention of 

HHtl Flexibilities patent examiners, as shown in table l." 

Pro%i<lo<l over the 
Last 5 Years (ienerally 
Align with the 
Primary Reasons 
Patent Rxaminers 
lclentirie<l for Staying 
at irSPTO 
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TaM* I: O aiantwi lnc«nliVM mn6 F l a a ibi t ibai P iwwdad by U8PTO by Calagacy. and Oth«r Haianton L^o^« f ftcal Yaari 
2002 ttwo4»gh2000 


CflMpafy 


fMsnbon wcsntiw. ft—ibaay. e* eUm 

Connwwaaon 


Pw^mwce baeu— a 



Elnbii rnwsWio acoounEs mat aicw palanisaamneisioMlMiv ' > 
wpsmes »sins 0 lo Nabh caw artd cm* tor mpenamti 



Law amool Mlioo taartsaaawani p^ogrww* 



NoneompaMM ptomeson la ow tui partonnanca isvai 



RaefvtmaM bomnaa «r up la 90000 



Spaoial pay tua* 



Trwiat subnUy pvogrvn 

E'‘AaPc«d wc<S sninronmaer 


Caaual Paaa poOcy 



Fisinia aars aceaduias. «vSiian 9 ma anaiyia wnadias hours 60 pavifj - 



Srpreuad marwgamawt eommuncaber^ tatfMqwM (a g . taw hal waafcv*' w>»«>a 
ciMis «Oh Ota Co»iiiaaui>a0 



Na<aoi haaOh aeraanatps « an anaoa hMlOi wsi abOtad wan a lagmarad nwsa and 
panbwapnyriae 



OivaPs cMd eara ar>d Mnaaa cantars 



Crsainrt at a canwroiaa to arpamta racraabcnai anp aaciat acmnaa such aa a 
oaakafcai lournamart and HaiMaan party 


• 

WorO at boma aoparturtbaa 

Otfwr raambte sflofli 

• 

Addbanal bsasap lar manapws aucn as wortisbaps an aasrpsrwraHortd dsuaa ar4 
taetwOeat mming lor paitni aaamrwrs 


• 

Formaipn at a Patsnts BatarawnCauneatataciiaaapaiantasarTwwrratinbdn taouat 
aiUSPTO 



A aurvay gwon «a petamal mpteanw Aanp eta lacruurtg prcetia la baoar aasaaa 
ippbcars carnpaMimy w*i Ota USOTO woiti aruvaowears 


aao—awa^MaatB ■> n^ii 


'UOFTO piOMM »a iva atfMl iiMcn lot 2 yiM taaaMn iKb ««M 20tt««tf 200* 

lyacial >%>■»— a i>»igiHataPOtinOaawi»aDa<iaemJiww»» 2007 


According to I’SPTO manacem^nt oflklala. Uie tlim niooc Hfecttvo 
fMenttoo tncefitiveo and flexibiUttM (hat they ha\v offered are the s|>eclal 
{Miy rates, the bonus smart ure. atid u(>poituAliies to work Crom rnnoie 
lorauona 

• Special pay rate In No\ember 2006. t^SPTO received approval for an 
arnN»'the>board apecial pay me for patent exananeni that can be 
more than 2S percent abofve federal salaries for comparable posMSoneL 
For example. In 2007» a patent examiner at l^PTO eamins I47j610 
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would cam 137,610 kn a idmUar poidtfaw al another federal agrt» 0 ’ In 
the WaaMnitlon. O.C . area 

• Bonus stmemre The aieencyawBittobomiaea at the end of each flacil 
)iear to patent rxatmnm who exceed their prodoctlnn goat* by at letnt 
10 percent For example, according lo l^PTO, 60 percent of eligible 
patent exatmners wtio exceeded production goab by 10 percent or 
more nrceKed a bonus In ftacal >ear 2006 Aa table 2 ahowa, tfSPTO 
awartted 4.61$ bonuaea totaUng o^er $10 6 million to patent examinen 
in fiscal year 2006* 

• Opportunities lo work from remote locadona In Oaral >Tar 2006. 
approximatHy 20 percent of patent examiners partlcipaied kn the 
agency*! telework prograin. which allows patent examiners lo conduct 
some or all of their work away from their ofllcial duty station I or more 
days per week In addition, when l^SPTO began a hoteling program m 
ftscal year 2006, approxnnaiHy 10 percent of patent examineri 
panlckpated In the program, which allows some patent examiners lo 
work Crum an altemach'e location * 


TiMa 3t Wuiraar of Bonuass and ggnsa Amevnta USPTO Aasrdsd, and Mnn^ar et 
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Acconttng to ibc m«ult» ol our turvry, patent examiners gcncraily 
kJenltfted oomprmation-rrlated mentis Ifumlivm and USPTO'a rfforts 
10 enhance the work eov tio funefit as among the most ImfKirtanl reasons 
for Btaytnt mth itie agency (See »(tp U for moie detailed infonnatlon on 
the qiuesUom Included m and the results of our survey ) Speciftcali>'. as 
latte 3 shows, patent examiners ranked cunreM total pay. flexible work 
schedules, the hoteling program, and federal benefits as among the 
pnmaiy reasoro they would choose to Slay at t'SPTO SHnilaify, 31 and 87 
perceM of the l^SPTO employees who panicipaied in OPM's 2006 Federal 
Human Capltai Sun^ey repmned that th^ were satisfied with their pay and 
aitemathe work schedules, respecthely 
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( 'oiU'hlsion I>rs|>Ur to rftofts to hlrr on tncrraatng mimbrr ol polfnl ncafninm 

anniuil^ and Imfdrfnmt Ji nambfr of nifntkm IncmtnTM and 
om Uir iaM 6 yran. l^PTO has had bnUted aucctss m rrtainkng ivf w 
patent nuumnm^ U*hile many of the measures Implecnenied genmlly 
ahpi wtih the pdmaiy reasons that patent eiuuiUners would stay with the 
agefwy. these efforts have mm been enough to pmeni the agency from 
losing one psteni examiner for nearly every two that M has hired, and 
espectaQy iroubiUig Is the high loss of patent exanUnera who have been 
with ihe agency for le» than 5 years Although L^FTO nunagemeni does 
not agree, the root of this high level of aitrttton app<^^ to be the stream 
rrMitttng from the agetrcy's outdated pruductfoii lioab To meet the 
agency's pmtuctkm goals, moat patent examiners, reganfless of their 
tenure with the agency, have had to wuric uvpald mectlme or work during 
paid leave time, and therefure ctinskler (hb to be a prinuuy reason for 
leaving USPTO. Because the produclkm goals appear to be undemUiUiig 
I'SVTO's rffcicts to hire and retain a highly quallM workforce, we beheve 
the agency wU continue to be limiled In Ha abfllty to meet Uie Increasing 
demand for VS potents and reduce the growth of the patent ^>plicaiion 
backlog, and ultiinately may be unaMr to fulfill Us mbnioo of ensuitng IKS 
competUhTnesa. 


Rocoiniiiciuiatioii for 
Bxociitive Action 


We reco mm end that the Secretary of Commerce dkecl the I'nder 
Secretary of Commerce for Intellectual Property and Direclor of the US 
Patent and Trademark Office to undeitake a comprehemtve evshiallon of 
the assumptions that the agency uses to esiabttsh patent examiner 
production goals and revise those assumptions as appropriate 


A^lU'V ('nilllilotlt«t We provided a draft of ihb report to the Department of Commerce and 
^ ^ USPTO for review and comment. In its comments, the Department of 

HIUi Our KVHlllHtion Commefce rffced with our fiMinga. conclmriona. and recommendation 
and agreed that the agency's hiring efforts are not sufficient to reduce the 
patent appliraUon backlog In bght of thb taaue. the Department of 
Conunerre stated that I'SPTO b Im^emmting various inMiaihtw debpied 
Id Increase the productlvtty of the agency that will result In a more 
effirimt and focused patent exambuttioo proce a a Once USPTO 
determines the effect of these Initiatlvts on patent examiner productivity. 
M will reevaluate the amumptiuns used to establish patent exauniner 
production goals ‘nie agency abo provided technical consmenb that we 
have Incorporaled an approp^te. The Department of Commerce's letter 
b included in Bppendtx It 
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As ngTPfd with your ofllcv. tmkm you pubUcty anoouncr the contents of 
this report evttcr, we pUn no further drttrlbunan until 30 ds)'s from the 
report date At that dine, we wUl setMl cofites to miemted congmstonal 
cocninlttees stul Membm of Concrras and the Secretary of Commerce We 
also will make coptn m’allable to others uikmi request In addUkm. the 
report will be available at no charge on the GAO Web site at 
http^/tnrw gaopov. 

U you or your staff have questions about this leporu please contact me at 
(202) 512'3SI1 Of mltlalataiEau prv. Contact points for our OCAce* of 
Conpesaf Dial Relatluns and Pubbc Affairs ntay be found on the last page 
of this report GAO staff who made key cootrttNiOuns to ihla report are 
haled In appeiMftx IV 

Sincerely yours. 

Ms Anu K. Mittal 
Director. Natural Resources 
and Bnvtronmeni 
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Appendix I: Objectives, Scope, and 
Methodology 


To drfrnnliip the U-& Pstnit aod Tndrvnwfc's (I’SPTO) proceai for 
dnTloptng innua) hiring ntlnulrs and the rriaOnniihip thme ntlfnatra 
hi\T to the potmt appUcaikw backlog, we anal>‘ard potent exaimner data 
that l^PTO extracts from the Nadooal Finance Center, and patent 
applkatlon data from the agemys Patent Appilcadon Locat^ and 
Monitoring (PAU4) system.' (irom fiscal years 2002 through 2000. and 
projeedons of that data through fiscal year 2012 * Specifically, these dsia 
included actual end of fiscal year numbers from 2002 through 2006 and 
estimates from fiscal years 2002 through 2012 for patent examination 
w'orlcforre. paieni examiners hired, patent exaralnets lost to aiuiiion. first 
acUoAx recetved pateni appUcaclonx and the patent appUcadun backlog 
ITSPTO prmided the ma)or1(y of these data to us in the form of L'SPru’s 
fiscal years 2002 through 2008 BudgH Requests of the Prcsridenl ol the 
Cniled Stales Hie budget requests for fiscal years 2003 thn>u|h 2006 
contained the hiring estimates for each of those years as wHl as Utose 
protected for an additional 4 years, and the actual number of patent 
examiners hired for fiscal yean 2002 and 2003 * l^PTO pnnided the 
remaining estimates in an inlenrlew, and the remaining actual numbers 
hired by e xtr ac tin g that information fmm the National Finance Center Into 
Excel documenu 

We assessed the rellabUiiy of the patent examiner data I'SPTO extracted 
from the Nadonal nnance Center and the agency's PALM system and 
determined that they were acceptable for our purposes We assessed the 
reliabtlity of patent examiner data by comparing the dMa to potent 
examiner data In the Central Personnel Data Fite To assess the reliability 
of (he PALM ^siein. we inteniewed the Acting Director of the Office of 
Patent Audit arul Ex’aluaiion We also interviewed tSPrO's Admiiiistntoc 
of (he Office of Patent Resources Administration to gain an uAdcnlanding 
of the process through wMch C^TO IdenUfles hiring esitonates and (he 
role of the bacldog in that process In addition, we reviewed reports by 
other organiaatJuns, such as the National Academy erf Pubttc 
Administration, relating lo I'SPTO's wotklorte plarmlng process We 
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irvtnvrd tlie Of5cr of Pmoimcl Mjnj[9rcn4V)l‘ii (0PM) workforce 
planning guktance and Inteniew’cd oCncial* from OPM** Human Capital 
Aaneasmenl and AccoomaUUly Framework Office lo de^Tlop crtlerta to 
assess ItSPTOs workforce planning process We compared ItSPTCFs 
process for deseioping annual hiring estimates to OPM's workforce 
planning strategies and other best practice Information we received fnxn 
Om's Human CapMal Assessment and Accountablliiy Framework Office 
m order to deteitnine If I'SntXs process for kteniuying anntal hiring 
estimates eras conalsteni with OPlTs recommended workforce planning 
stratetdes 

To determine the extent lo which hiring patent examlneni has been ufCsei 
by attricion at I'SFTO o%er the last 5 years, we analyxed patent examiner 
workforce, hiring, and aiirltlixi data from Utls dme period as <lescrtbed 
abcnT. In addition. l^SFTO provided attrltiun data by yeari of experience 
for each of those yeam in separate documents derived from the National 
Finance Center. Spectflcally. we compared the total number of patent 
examiners hired in each of ibe last $ years to the total woikforre growth 
and the total patent examiner attrition In thM time. To dnermlne the 
factors that may contribute to pstml exjoniners’ decisions lo leave the 
agency, we conducted a Web^uwed survey of a stnitifled random sample 
of l.CO current patent examiners* Tb address this otpecthe, we had to 
rely on the views of current patent examiners because U8PTO does not 
maintain contact Infonnailon for patent examiners that have left the 
agency, and we could not identify any organluiiora that maintain this 
kiformaiion for l^SPTO staff Through the sutveylnMrument, we gathered 
patent examiners’ views on satisfaction with various aspects of wMklng at 
the time worked lo meet production goah. and reasons they 
would choose lo stay with or leave the agency In addition, we asked for 
their views on ways to Improve the productioo system 

Hie target population for our sample consists of patent examiners wito 
were employ^ by I'SFTO as of Ncnember 22. 2006, and were still 
empfoyed as of the survey dosing dale. February 2&, 2007 We selected 
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our sampk fhm ji ntudy popuUlion cocnpourd of all l^SPTO patrat 
ncaminrri m of No\‘<nnb<T 22, 200A, and wt aakrd agimcy ofAclato to 
providr thr namea. e-mall addrram, and lensih of time at USPTO for 
patent exaiiunm ai the acmey on thJKlate Patent examinm who were 
hired after Nmvfnber 22, 2006^ are not represented In oar sample 
Slinilaily. patent examiners wtM> left or redred Droin the aiiency between 
Nmember 22. 200S, and Fehruaty 2S, 2007, might be santj^ed but would 
not be a part of our lanet population (atul therefore are considered oat of 
the scope of our sur\ey) Prom that list, we selected a raiulonn sample of 
patent exandnefs.* stmiAed by the lenieih of time they woaki ha\e been at 
the agency at the beiptuUftg of ttie suney period in late Jamiaiy 2007 * Our 
sample conaisud of 1,420 patent exatnttwfs, and we obudned complete 
survey responses from 1,120 of them, for an tivendl responae rate of about 
80 percent Table 4 sunimarlies populatloti slae. sample jriae. atid 
dtsposttion of sample rases for each of these strata. 














StratunC 

rnpiikainn Swnpts 


OMdt 

lot* 

1. Patent saawiinarm; 
S'tlmofittis 

1;007 

4M 

342 

0 

00% 

I'gyaars 

130a 

480 

306 

0 

00% 

g. Patent aiikwii; 
8» yaaw 


610 

402 

0 

00% 

Total 

Mta 

1,4M 
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00% 
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All sample sorvTys are suh|ect U> sampling efTor^-thM la, tlte extent lo 
mlUrh the survTy rrsolts differ horn whol would tiasr been obtained If the 
whole population had been obser\T4 Each patent examiner In the study 
pofHilj^on has a known nooaero probability of being sHected, and the 
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data lor each mfnmlrnl arr afiprapristriy wr4j;htrfj to accounl 
statlfttcadly lor all paimt rxaminrri in that stratum. Indudlns thonc that 
wrrr not arftrctrd Brrauar wr foUowrd a probabiltty procedure beard on 
random elections, our sample Is only one iM a lacRe number of samptea 
that we micht have drawn Since each saenpte could have provided 
dlflereni eattmaies. we expensed our confidence in the precfeilon of our 
paiUcularsdanple's remits as a 9fi percent confidence knierval This ks the 
iniervai that would contain the actual popidailon ^wlue for 95 percent of 
the samples we could haa'e drawn As a result, we are 95 percent 
confident that each of the confidence iniervals based on the survey 
indudes the true vahien In the sample population EMintaies based oti this 
suivey allow us lo project our results to all patent eicafniners at I'SFTO 
with a 05 percetu level of confidence All percema^ eMinuiies In Uds 
repoft lunw a 86 percent confidence inienal wtttiiii plus or minus 5 
percentage points of the estimate IlseIC For example, our suney 
estimates that 42 peirent of pafcni rxamlnm worked while on annual 
leavT during the past year, and we are 96 percent confident that the actual 
prop o ftion of patent examiners wtirking wliUe on leave during this period 
Is s^hin 6 percentage p<ilnts of 43. Ls-, between 97 and 47 percent AU 
reported can^Mrisom of patent examiner pmips for a particular survey 
ifuestion are statistically significant wMh a probability of 0 06 

In addition to the reported sampling errocs« as previously indkated. the 
practical difficuliies of conducting any misey may kniro^e errors, 
commonly referred lo as nonsampllng errors For example, differences in 
bow a particuUr quesOoo Is Interpreted, the information sources available 
lo respondents, or the types of sample membets who do not respond can 
introduce unwanted vaiiabllkty Into the survey resulls Our estimation 
method aaauflies that nanrespondenta are imasing at nuwlom If 
characterlsdca of respondents are dillefeni from those of nonre^midents 
on key Hems, it could tniroduce a bias not sccounted for In our analysts 
We cook exienshe steps lo questionnaire development, data coOecilon. 
and the editing and analysis of the suivey data lo mlnlmiae nonsampUng 
evTora For example, the survey was dcvTli^)ed by a GAO survey sqieclallat 
ki cordunetkm with subject mat ter experts, and then revievred a second 

kidependeot survey spectattst in adAlion. we pretested the survey with 
patent exacninent During these prerests. we asked the patent exainlners 
to compleie the survey as they would when they recrhiM It We then 
Interviewed the mpundrnls to ensure that (1) the questions were dear 
and unambiguous, (2) the terms tned were precise, (3) the survey did not 
place an undue burden on the patent examiners completing it and (4) the 
survey was independent and unbiased We also provided a copy of the 
survey K> I'SPTO affinals attd representattves from the patent examtner 
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iink»v>>tKr PMrnl Office P rc rftjwi ottti AMOciaMon (POPA) — (o (aln thrlr 
thoug^its on itic foar pmioualy menlkmed ciitctu- On the basta of the 
feedback from the preteata and our discttaalons with atfenoy officials and 
union repmcfitaih'es. w revised the quesikms, as af)prDprlJle 

AdcfttlonaUy, the stattsttcal program that produced our suney esdmates, 
Indufhns esdmaies of catesortes derived (hom content analysis, were 
reviewed by a second Utdependent prog ram reer to ensure accuracy m the 
Io0c and syntax of the prograin Flrudly. to ensure securliy and data 
kitefrfty. we provided afl participants wiUi a user name and a personal 
pjMword that allowed them to accesa and complete the surv'cy. No one 
else could access that sun’^ or r<lt Its data To reduce surs-ey 
nonresponse, we tent out e'lnail reminder messages lo encourage them to 
compl^ the survey* We acth'ated the surv*ey and Informed respondents 
of its a\*ailaMlily on January 2S. 2007. and allowed reapoodenls access to 
the survey through February 28y 2007 

We conducted a computer-enabled content analysis lo anabne a key open* 
ended survey iiuradon sohriting respondents' suggestions for 
hnprovTinents to the pcodurttoo system Two mirwrrs collaborativefy 
devTloped content categories bas^ on survey rrsponses, and then 
ifidepe^ntly assessed and coded each sonvy response Into those 
categories In cases where dbmgreements among the two reilewers 
regsnhng the coding of responses into content categories were found, all 
disagreements were resohed through reviewer dtscusalon lliimstely. 
there was 100 percent agreement between the reiiewera 

lo addition to the suney mentioned above, we spoke with l^PTD 
officials, repfesentatlves firom POPA, and an official from the American 
Intellectual Property Law AsBoctaUon. a national bar aasociatton of 
lawyers Involved in fleids of taw affecting Intellectual property, lo gain 
their perspecth*es on why patent exasnlners leave the agency 

To determine the extent to which the retention incentives and OexlbibUes 
that USPTO provides align with patent examiners' reasons few staying with 
the agency, we spoke with I’SFTO ofDcials, union reprvseniativTS, and an 
ofllrUl horn the American biteiectoal Property Law Associatioo to gain 
their perspectives on the effectiveness of the retention incentives and 
flexiUUttm at liSPTO. We also analywd USPTO policies and Information 
regarthng the agency's retention inemtivts and flexibllltirs. biadcttUon, 
we used the WebJiaard survey described above lo obtain patent 
exarmnets' vSews on the reasons they would choose lo stay at the agency 
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Appendix II: Selected Survey Results 


Hie fottmring uUr* contalp suramao' molta of arircted qufatiocui from 
our muviv of potnu rxarainm at I'SPTO. For eoct) duration rrponed 
below, the minuted perceficafe to pmenied All peremtagr rntmatea 
a 95 pefcvM confldrace tmmal wlifiin plua or minus 5 percenraicp 
potnta of Che mimite Itself These tables do not include summaiy- 
esUffUte data for the demogniphic (luestlows and do not Include the results 
from an>' open-ended quesdons 
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OtOa Now imyot n . tf at an. ara aach ot tha Wl oww*^ lactort aa raaaona tor yoo lo atay iMN> U^TO? 
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Appendix III: Comments from the 
Department of Commerce 
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Appendix FV: GAO Contact and Staff 
Acknowledgments 


(JAO Contact AnuK.Mitul.(3IE)&l2^l 
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Direcior). Nancy CroiDm. Nancy Hen. Siuan Kauftnan. Gnunt Mottle. 
Rebecca Shea. Michelle K. Tretsunan. U«a Volta, and Gres thilnioch made 
sIcnlBcani conuibudons lo iMs report Scon Deirlck and Omail Noraian 
alaocontntniied to this refNSft 
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(iA( >’s Missiuii 

Tht OofVTfTuncflt ArcnunubUlty OflV'r. tlir awbt. n'^itaoon mwI 
ln\r«(igiiihr arm of Congms. rxMa lo nuppim Conpna In miylinj Its 
coftMituikwial and to hrip UnpfusT tlir prrformance and 

aecounubiticy of the ffdrrai KcnTmtnrm for Itir American p«H>f)le GAO 
racanumn liir tnr <4 puNk fumK t*%3lualrii fodrrd pnignum iumI poUrirv, 
and pnividr^ analy^n, ref^mmmdatkim. acMl other aniaunre to help 
C<Mic>T«« make infonnrd <nrnnflii. po)k 7 . and funduig ctecMons GAO's 
cummhmrnt to ^ood gLArrnnimt b rrAected in il» core v-aiue* of 
accountahlUly, knirsht>’. and reilahtllly 

( )hlaiiiiiig ('opit-s «)f 
GAO Reports aiul 
Teslinioiiy 

The fastest and eMest way to obtain copies of GAO documents at no coal 
b through GAO‘s Wet sMe (u-wsk- gao gov) Kach weekda>'. GAO posts 
nrwiy irlratMMl rrpurta, inrtirminy, and airresipondenre on its Web site To 
ha\« GAO e^fikall you a IM of iten ly fxiMed products evviy aflemoon, go 
to umna’ g»> gm* and sefect ’^hambe lo rp<bMe»* 

Onk-r by Mail or Phoni* 

The Amt copy of each pnnied report tf free Addllaonal copies are <2 each 

A check or money order stMwk] be made uin to the Superintendent of 
Documents GAO atoo accepts VISA and Mastercard Orders for 100 or 
more copies mailed to a single addrew ore discounted percent Orders 
should be sent to: 

V S Government AccuuntabilUy OfAce 

441 G Street NW. Room LM 

WasNngton.Dr 20iV4ft 

To order by Phone Voicr <20C) 512-6000 

TDD <202) 612-2537 
l-'ax {202)512-6061 

To Ro|M(r1 Fraud, 
Waste, and Abase in 
Federal F’rognuns 

Contact 

Web slle mww gai> giiV'Traudnet/fraudnet htm 
&mail CrainfeietVfaocov 

Automated answering system (800) 424-&4sM or (202) 512-7470 

Congressional 

Relatioas 

Gloria Jarmon. Maruginc Director, JarTn(fnG4*cao »>v (202) 512-1400 

US Govmunmt Accountability OfAce. 441 G 5itreet NW, Room 7125 
WasMnglon. D C 2a>t8 


I’uhlic- AfTairs 
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Wtthinstoci.DC 2064S 
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i^ousr of i^tprrsmtatitont 

Comimtirr on tlit JuHicuir^ 

WMboiSlni. 9C 20515^16 

#t >— ci> Cap C w ff iM 

A|inl29.200« 


The lloo of ifete Jon W. Duda 

Undosecietjvy of Coomocc far lotellectaal Propcfty 

Director of U^. ^Mnt rod Tradenork Office 

U.S. Depoi m cof of Co wm cfc e 

600 DoUay Sued • Madiaoo Wcet 

Akxandm, VA 22314 


Deer Mr. Dudat: 


On behalf of the Comnitnee on the JudKiary. Subcocnoainee oa Coiati. the intemei. ind 
tnieOectual Property, we would hke lo rmcraK our apprecuiioa for your participation in the 
Fchntary 27. 2CKM. ovee v ghi hearing co nccr pi Bg the ‘Hj^ Pateot aid Tndkenark Office.* We 
have forwarded the o0kttl tnnacnpl to your office far review. 

Giveii the bmited time alloitod far t p K e oo n e tfartng the hcertng. there were a number of 
quesbona that I wia net able to ack you. As auch. I am lochMiuic the bdow q ac a &on s and your 
fubsoqucni reepooses in the offktal record: 

/. .aceufiiiie ptqftctum pftht m/mbtr ofpatm epptoaoaio lAar dW VSPTO wflf nrrme n connag 
ym an ii erufaaf lep fa waS y end raowue e effac to ibii d win i wj bttMg w tade today. Pfeaae desevafa 
todefadifaiiwcfbodb(hrC5Pr9ii*0to/ripedifaiQuuhw</lin0wpdMuqppi!keMao PW 
Mumomie Md Uptf Jbeion. todlid ii y la a nfy w frrf nibc h ee i e i . dflertWCSPrO ewM arto 
dr » W «y nig to p a r i w rqHpffaetfaepriprcrfaai* lihWbiidofraiVtoeraiodebmdoelfarcaebdo 
yaw w ^ qy to amtrJMrh pray ecrta ai ^ 

wodIdffoirAydfaoMareacAefrhriwtoiycarB (S^ attacJkmmf //. Tfai pweyantoa weu 
npy w rtorf by Ae >17007-29/2 Sbvugit film. wAie* ttarad *Mu Mr m gie pitm anrkl pit u t Iher 

Tbitgrvrnkltaoiamrpri^.mmiiilmtw* ffar irfinnfcwiwr^l //owe^cr. ai ifa USPTD^ 
flTOPF tfacMwaU, e war preyacred that paaau e^piAMitoaf iHwfd grow aNiy iff per 
ymeimrthtmtaSymn. fSw ameelawnr IJ. fitmt^ r^p it i a whyrWpwq^rfS wf fbetopB e m f 
q p p fttf o itoai wet frdW w d toyearFTJWP l ii d f rr darawiwa 

1 AftoaWJT^2l009faw ^l dbewwaOiwmitouadi4afMeprnfaitodJh>app fir uOqu<roM*rulir "Way 
bf qffir€i9^by Ike 4 s m t y^ nda ea a h m mifim /imetkw." im Adai inJkmeJkawa 
womUbe^cigd (Se<e M admtml 3}. filmse apiam wlm wa$ aamM by tku smarntm Atmif 
the SHappItaMom ffvmk nm pny r e n o m imk um a em m i aiii i« yvfrwu or cywiur towr tkttt m> 
/oepw jwch or Ii i^ fw w n a uf> i . w aflhe n m rt m an mmdehitmeutmihat^ttrtncmufy 
mfg i aad, pfa w r pnwedr rxmtJ gnmith pevfiattm 
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Tbe HooonMe Jon W. Dudat 

A|in129.2006 

Paces 


4. Whatt9t4,(ftiif.4l^AtiJSfmf>Mn$HbiicAd^4Mery C emm imtf lv^tK(kurwmaazaMd 
At antmc/t pattm appHemhmfiimi A At FT2004 ontf ATJO09 hAlftt 

doctmtmia^ 


X 


AAk from im fi i tmtmt Ag At rtetm tfy ti^ omed amnimat i s m mi dtU ta ndtt, Atcribt aU At 
ptattbitoaAiuAtUSnVotCoit tnu tmialttAMti Ka mUt m f mc tjutttA fMm i tmcy mdAt 
rmpttfivt mpoclmackmctim womUk^m rtitmrtngptttmtpMimQ? Wkai tiomUHmMaM ^ 

camttoAASHottrAttmt tPymn? Wkm rf At t^inititm tm *>ai ktU amMoitt tt 
f%otm’Atmtaai 0 jf 0 mf Htmt pn v idt t A a tt ^ t r t att /rnttr at mM AtmiOt wl moAia tttt^ A 
mr taettag Aete ^mattom 


& A€wdAgtoAtrt€tmtOAOftporttittad*Hirtat^B^4ttNatSi4JltitiuiaXtAietAtPaitat 
Aff i t e a tl am Backhf. * At QAOfomd Aat At t/SP/Y> cammot JAt poi tn t namAtn A 

f »A tf i>M t m p atA a ty AAematfitt yaarr ft tttm > , kvwrttt. Ati tktt pratttticm is battd m 
miimatttpfOiiiM^jrAtUSPWi 7httiparttttiay^(iean/lMSAt/Sf70amimMai.rwmtf 
Aeagei K ywtrrab(eAk$rt^,OOOfmtmf €umA t n ptryaarAjUca/ytmJ<IOTam4taeX4/At 
»ea S}mm% At XaeUeg wouU am/tmtr f* Aeraatt by abaat 240,000 upyiiiaftuma A 9SS.A3 4r 
Arttt4«ffittAymf20H.* (Sat mnaAmtmt 4). PtemMprmaAmBAtartiatAiotktM 
*VSFTV tttimeitt. * iMffcruTrtfiW laaddh. 

mA 03 eaamutet mnifttm oWpwfacthxiy IbAtr Attt tom aum^ptiaiu. JfypoAttkai^. bow 
rnai^pattm ra tmirn fn tmmUbateAAkitadmiAmitftttyttnAatAtm t t Ac tAtptitmt 
baeithtf 

f. i^tfifT i^ art fr afc inr nrmtrmyfi 10 riygrt r<V»f^J^yY^nrfwirifff|rnmrTff«frfnTfVtrffr 

< 2007 lUUr tmtd At VSPTO mhM VeMew >ttfii<yrt<Mu At agtatey iscr lo cnoMiA 
jrnrifcrffrurifij^/^itfnir jiQTThfrr * iTrr nfrurV-inr Tf Thm. bt^At ikt SabcommHttt, 
Otrtttot D tAa a cm^firmtd Aas At USFTO baa btgm ip thafypatttt n am Atr f t o A trA m gaaU 
Ptta3tpnivtAAuiitcaAt3ttAoAicgyef^Attia4yt^pt^»omiei€amAetatfA WJutlitAt 
cwrtmi progrttt tfiA aad mkm eea Caagrtts np t n At amaty tt A am^itta d ? TaaAm 

tjaaat it At Fattat O0k» P i t faui pa a f Ofawteorfow ami At flatmm nA/le AAAaty CA mi mt 
tmvAA a Ati ant4y7 


i. 


AentAngta$kt4Aa¥tmmAam4GM}rtport. S7H«fpaamtuaaiatn/tti •Aat AtjUS PlXyaj 

^ ...—iii «** iK»m • ||^ 

miiaticktidtrm ’Hqpanrftoi tfO^ atmmt." TbtGAOabortpatitdAatVSPTOmamagamm 
fcit riW fm t tnt f tam i nMn kfi ^ airtry fr in a rtfy At rt (Sat a aae lm ta t 

AtA,accoiAatfADittttotDadu‘ mA iioay , t*ObArvAmtf tm i pt ay t t a tAo ka 4 bttm wOk At 
USPTOPamSiatOyaan a/koHmiAmAtyt^AtaftiKy hmcw aa t «f*ta p tn 4 i «tinwttot 
m a r aa g tm tin Uaw t t .* md Aoi ata A tmi tH Ots A Ata eoa t go ty aatd Aat Aty btcmat tf At 

maaitrt e/At watk (Lt^ ytvAerim goata) What may aeeamat ^ At dkatftpomey Atarntm lAti 
USFTO mataagammaa bthata a oat At rtatoi u p Am a ri am Am kaw At a g tmt y gad At OAO^ 
aagyty rttutta 7 Whatptrttauagtt^paopttwbai^aktagtaaeyt^SAiOytanacAalty 
panttjpaaadiaAttxiimArt i tmDIraetot C ka Aa tittd* At Atrt aay AtoagatiAi^ 


A a t n itym fr<L. Atpra potA ma Hty ktgb pto A te a ta a p tf formm ct l' m^m a d taptan)7 
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Tbe Hoftofibte Jen W. Oudaa 

Af0il29.2ODt 
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9. Agenting t» tke I m gm t f t tftkt 2006 Snt m ev . Starn. Jmikt. Ctmm tr rt Apfftffiextam Aa. 

bt^ n t e ^USFTOem r tpt o fnma p pgfpnattd^Jk. rt mmt notify tht a^pty pr iatioma 
cemmM 0 tt efhotk ketata «f Cam^tn iS dapt phar W m) swdt nprog r ^m m rn g. Farfiurpota 
of tilt Act. < ^ 11 u^ i 1 — iiiii ii tOmttanMg t pngrt m . pf V ft t l «r setivt/y mJ rtorgatitiMt 

cr rtmamtJtg t0iett Wai the USFItytaimtkal created the Cffktt^Ei^trctmcMtvmtititrtti a 
rtrmgmmwtitgf Ifm. Aid tilt tfSFTOmeeifyrCcmgtritfurmtmi»m»mttary oltiigtiMm? 

JO, ptmt* jtw m irf f a copy tf tim nt t i fi e ehe m yam ttt* Im Q pn g r wj 

/A Aecttdimg «o $kt litpmmtmi efCammttct*$ Oxiiurwof AdmitutMU** Otdet (DA(^ iOS-tS , « 
fMr^pgmMMcHi toc/iiAn "Mr attUitkmtmt nmMahdaiim. a Mu km m «r otktt tifftifpccM 
cka t gt ^J ba tmg m a t gai uianemal luttt't JiU k i . an^ g m M t m . ttmusitm. tr tilt atiktrity tad 
dtaUttfUi mumtgnmfmt amdttaiff.* ntOAOgoetcatttaytkataftorgoMistumtigmertBy 
oam i i dt r e d 9 ftfro grm m mng titm rtgm rtt both C mtgrw uim a S tad P t pa r f mtml b 

tkt USPTOjutbiftti to tits mdetktr CUOt ttaed by the Du p atm trni qf C ommtrct? Auumug 
tktUSPTOIttmhftctttlkUOAO, i>dtm$ktCffletef£t^rmrnt*aicrtcitd.mtstkttctkm 
er mu ng it determ m ed tnbtt ft t r gamat im ? ^»ti.didtkrUSPTOmot0jyCotgrtt$p^mtmiio 
tttOAOobbgatkmiT (ftei.pttm»ept v iid t a€9ffnifiAemoH/i c a t itiiytttmtlo C m i rmt 

tl. /mCkrtc$iirDiidaM'ttttmomyb^»tttiltS»iU*mm m» t . ht tirwmd the settom tkat t ltmt m m d tkt 
Ofict tf Et^ c tm m l m ^r^ig nmm ! * WkticriitHadtytmtgptyttdttt^tmtesiomttt 
> m \ i ^ m m ’ i i Utt » d tf»r tft 9 y m M m ti i g mMdtfiMdmtiiea p pn>pciat U mste»<if 
rvorfMteftoi Of a4ai0i-/JT 

ti. Mar oMerocMoiu&at dW tCfiPTOlalcft owihriflif AswdWAivMorcaif fre 

dtttribtdttt “etabgymttt’^ t*tttatlUltimtaaltm»tmdffW¥idttdeiadtddes€rigUmtftiit 
mttrt tfvdfm tif i axt iomfor task tt- ti^ ltd n m hg im c t i 

IX Cm Ai^iai /JL <M07, Many Hadum. CM^ AmcAW Officirfat Mr USPTO. ttat m mmmi tm «e^ 

l/SFTOtfikiaUtktiHaitdtktfmllgmjmtataftiitOfflet^£xitnktiAffttn "Msafraufr^o 
/jyt-ytmf m amigt mtf H fttitw * /Sor j(tar* w w f ^ bi ikt USPTO IFttkfy Updatt dtud 
September Id, 2007. LeitBotamd, Directat ef the Office ef li*i*Oeebiat Frvpeety FoHcy amd 
Ei^eteememt, mat gn ott d mtaytag that the rtahgfm ea i^ike Office ef Ej t en mlAff^ocewred 
*efierefitt‘ytarm a n eg e m mirett€meftiiepee g r e m / itUbtml£3atrmalA0aini * (See 
imaeMmeetBy Htete proH d e the S eb ca m mrt e e s copy ef titit mmtegemeiA nmiem. Hettbe 
USFTOubte 0 ^ ether eeaeiu katmloe tid» m migimmi revtewf Oocsif^^MiDjakrdnyoMrr 
ectwea bated ae this mimngemmi reiAew? IHeate peeeidteUttef^ teeter USPTO effi^eb 

wbe peelidpeud tm tidt etamegeeieia teetem. 

14. At mjdemceefgreettrgmaaty.DtreeteeDmimmmtinmfdm kit letrlmmp that tm 2000, 70%ef 
eti epptkmUam led leep ef em t edtile tm tbtfini gmerftr ef 2007, emfy 44%ef eb e pp It i Miim ltd 
teepetemt. Mem did the USPTO eceemmtimibetematittics^ l U g u t tI for Ce m umming 
^larntmitee (KCS) epfbeettma, moWwa rtiw ^BP^inanom amd Mr eppiteatioes tkai bed » he 
abam ti omed tm order |» /Ue c p w n wM uf xw app ticetieeu 7 
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TIk HoaonUc Joa W. Uudu 

April W. 2001 

P ^4 

If. jlavt^bitUlSPn>trtmuMmilctanffrtlmlmHem/yttwxll>rA^maKaur<illm 

ogktafEatnaASe^'tfomJmatfnllttiJSmDrtetvm^DfityDlMar (Stt 
mclmtmt). Ihmrttr. m I mJmtomafrom D&tav Du^tcaimimy. Ike AMmamiur't 
pnariiM ><H>*tal*rO<pMyOM«9r1i<(9fcY Don Mi mnm Ikal dm Oipuir OrrcKr 
nmmattrnmadmOtkoofbrnrmdjIgaln^ lfyn.o*rallmmtillm4Mmammumqf 
fMiMAffatipniuoolMrdlolSnOorrmimMkioalclimil ffmthanoomgdmOCi^tf 
Larmol APam m u rf m otdi dm odmr dmm o/dm Dtpmrt tXr»c»r’ 

It Amodmuloanomimtidt^mlAfrtlttMt.amln^ifamJt'iiminiallidlnmtf^Jomm 

TimfdiAtiddmmryXnayMmlirVSrTOofikIclimHtnihllmmaKhmUiiooodtUOCEO 
JmhdtmmmhiliarmamlmiHmaianroimtpiMtoairomodtyy'n'molaltmmmalmoiolt 

fiMbfNVravmntlllllt.xomt^ondmUSrm (Sat mctamau It^ ID IMdaimmmf 
taUplan’ nmoaiducmmilaliliaamtHmx^ Wh* ia dm ISfTOri policy amcmmfn 

fmnrcoamaadcaUomilmlmtoamakrtSPTOogiclabamdpimllnmlmllamaalmromlmdm 

lameoam a/pnxocdait) hefon dm OSko' la mkal alter Patamcai. dal midor USPIV 

ogiclabmtattimuadlarapiwmcoammmkalloatwiaipanladmimdamaatmtmiki 

mmcoamafa p i vcn i lmt toi^ rt m dal hofortltaOfico? 

17. no fnOMUSnOtmgil donammaamataamJ dam MUSriOaaiaplonafltapauMlllya/ 

auNdta^ntlmialiifiindlalmaaUlloiaepimaalnamtmn (Sat ramr tm rm IZl Haatatr. 
aoamadaaafdmaSimtwaammdalmllmFnOOaiUrTOImlteldKmana lidmlSnOmld 
hatmttdollaipaailtllllyeOmrdmlam liman.mlamirteirctiliaittaiadtdicaudlelti 
plmarn^malnloldlilmmalcfllSPTOalpettaaludfefdlnma^iAyinitUa’ ff Ihr USPTO lam 
cmmhMdittaaidamkmaftmMalaitMlIaa. (nct ifl at attar addumtad fadlMn. wtal 
rnmdmi^iacy icaaelaikamatoatltalaeaaaiL nprmar. aadpaaaralfnmltlttyaameialadaridl 
nlMiitlagmdeperattmgeactfaellUlat 


htd a lm iadL'a^inaa!^ty(SUnaliaal,fimalammmailteatrmiyfla..VX. Xrhitd tC 
mamapar. riimatart, lapport it^. aKJ 

la aiUilioo, I an endoaiat tlit foOowini quearioas (rim RapanoiiaEivc Umtl law. a 
McinlKt efllK Saheoauainae. » be laduded ia the floal tveaxL 

/. f i—fr -|V- am Mapimst far, ai dm lIXPm cadad it Dtfrtrtd examaamaml u yard la aamy 
eaiamnn imri ai Cmnda md Japaa IMdrr lact a lyalaaa appHeaUomi trr aa emmnmj 
aatamataHy. mlmdm US. ha aady tpemaiptafe trpmmfir Einm mi a am adtia a ma mar- 
pmad. pay lyacmi. tfaartpimallaflltdattlaltalpanad.ltrapfillcattaauditamdalaaidaaadmd 
Uanarnamlaid Pnm n ptrmact a/ admt pamat afflen. IpmadaHafappIkalaao an attar 
aamtmdmMrfjamlaaliamomllmiatmaytuam.taadiaitlamituantlalaaitUaalitdanam Itt 
U dat la applleaaa' aohaaary a t am dm m e a l cf ataalna appUattaa ptlar la dm Krpaal for 
Kmmalmmadtadhat t tUlTCwrtallSrTOprmalci.i^plicalaamltaltieaamatteltu. hartcaht 
nimumauaa ty dm USPIV. ma dm mam taat a mmal ite USPW cm malt htcamt itat 

atanltmamaamimadmldmpmeaamamdJatylofoactamyeamtmalfoax 

Wl^dlddmUSnOrtiaammtaamttaddailtmdmpauaiadundactiltmatUaadmal 
amreaat tffldlmcy^ 


1 
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IV Hcombki loo W. DudM 

A(iril29.}0W 

PVcS 


PleMe fatod-dctiva wpom c to mutiuni on oAgmI lUbocaiy lo Ifae Subocxnntiee on Cnali 
noltferdwiM^it^Ml TV oAcc adikeB it E-5S2 RM^m\UnmOt6ee^ihng,yi/idnap^ 
D.C 2a$IS. 

ir>DU have MkteMind qucanora Of conomH^ pIcM oiattct me or Shiniu Wui^ 
oflheSubeofnmittBeoi2Q2.2253741. TVnk >fM fa )ov tofimany. 


StfKcrdy, 

' ^HOWARD L BERMAN — 

CbttnBin. 

Subcommitwe on Cooiti, the bitcroct. and 
lateUecCwl Property 
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United Statrs Pateni and Trademark Office 2$0? - 2012 Strategic Plan 
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QUESTIONS FOR THE FINAL RECORD 
ATTACHMENTS 

VnbedStata Patent and Trademark Office Fiscal 2009 Budget 
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UNITED States Patent and Trademark Office 



FISCAL YEAR 2009 President’s Budget 


Fckra>rr2Ma 
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U8PT0 rr 2006 Pi«aKftNr» igoon 
QuaUuilive Mcthotiology 

ta aJiHfc. » *e two tflic. or qu-tttBlw incllwto. » iiitwr of h teg 

raRC«fl|Mcaio|if>Mc<iamfilii«L Dorlo* •« firt ^utrtef oT tolnid- KW. il« USPTO 

o» pUBO niolkoiin. includint U A bty caq>iin«ic». mimM 

bwliieJM.Mrtvt«»lw»iiidiii<lfl>eo4enitevt««oniifci«iB«<Jli)filieUSrro*^tac<io«i»e»)f, Ok 

mni --rr' a—^—a ^ ■oOimiiiii of *« MoTicoim’ fuun filat IntcoUom Surwy 

fc«cj »0 beta found 10 bo i«eM ([» inlcitiKdooo^enn fcwcouiof or fcrecMIJ ot offlkJIloo 

filinuobouilJloUycinlnihcAiUR. nefoncofUofdoKrticmillciOlooMiiipliOTi^ 

iwvoy ore coo*inod wild 0 uiU«rio« modd foooco* of foreito topluoiian Blin»> *> obooin 0 fct^ 

fo> tool icitilicMloo 6liii|i. ltoodo«ih«U«ei«fOMiln.ib««vet»|oo*»i^«ro»*ri«loc<«oi«b5.« 

pctcoM ihcoutb Oocol jroor 2Mb. 

Forecnoto 

To develop fofoaaf fee fnieni md ■odonaiV opplkdloa filmpi dooupli FV 201 J. id eUSPT O 

conudeood forecail. ftom O* cnodeU ood «be luivox lo oddidoo 10 Ibe eoweolc liidic«oe» 

„OToi»lvdllcuMod,|iole«w'“‘i«“''W«lolherlPomc«»«»eol»cx«ii«deeod For oocrao 10 Ihe 

mooib«ly oveneoi pueni opplieoiion fiHnp del*. Ido USP10 idiei on in Tnlrt^ Piftw Ok 

EonnwnPMowOBkofEPOundikcJipoBFowdOfncoflFO). Aiuiuol pdemopplKoi™ fl**** 
ictiv^ol Ideie officCT in colendoi )t* 200* «fe miiod. wild EFO pnen ippllcilloo film*! 

IncRwinf. IM JFO piw* •“in»i dccKooM* 

USPTO Applicnboii Filingo Foetcooi 

TAim dm occomo Ido feeecom fttun die diffieeont laodtli md mddodi, fBinc bond* ovmcos. md 

dw ooonomK omloot dw fo«o«lo« officid fotoeoiii preiemed in Ido ubk below loe |mc« wrf 

oedcinord applkmioo fdinpo dove bom emd»UAid 


FMcm applicolion If llo^ piowdi moy be enedod by ide Apeney i nde puvuuuip conumuiioo 
pendicc 
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ftiMK totk CMVIO 


QVESTtONS FOR THE FINAL RECORD 
attachment 4 

GAO Report - VS. Patent and Trademark Office 

Hiring Efforts Are .\ot Sufficient to Reduce the Patent AppUration 
Backlog - GA04>7-1I82 



213 


GAO 


AwMuttabUlty OffW 
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Committee on Oversight and 
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U.S. PATENT AND 
TRADEMARK OFFICE 

Hiring Efforts Are Not 
Sufficient to Reduce 
the Patent Application 
Backlog 


A O 
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ocfaiiUliind MMit, fcaM dnaaona on mno <i< MbnMkia KKk ■> 
pM woiliiacmlua. lOil Mduk In to mxMxn pluMnf fTOctK a 
■ Iiilfm I mliir n — — — 

atmiOB Wo Iona that ■tdmUyntlUMfililcnUBani.USFTOtRitnllj 
^fiUoo ifMaopraK^4eob«CMoo K mokao tSaankoaia <m tlia boala of tOMMli 

In IlM^ wmoon, and local norttfoac* dau ffoa nooit ptM. and 
Idanota flvnnt loaaM dao u anmon nkm ManUfyuv i«a amaial Mniid 
eannialaa and ooeltnalaa of attrioon tM llio Mllat yaw. 

AllfcoXk rannauM nkk OrM'i nolUOm alntafMn. USWnra ciimM 
^pa<^wn w iiaonnlirdMcmaftonm»a|ipt u nc l itlMHIiaa<B«.y»a««l 
■vtorlolWcalyanSOae. iUlkaltM.llioiiiinikniif|nMtouoMn» 
USTTO nanlad to Mn na bamd an Ika naahot of palant acwkcauaia Ow 
^rac; o>v«Md la mam In tjM Mrtlit yoat, aa noB aa on the anttopaUd 
palaaaawiBaaalontinck>watdioti»inl a tiifiaali l rln «i iaa f AcaofdliMI 
10 IISITO oOkdiln non Baaal yaaf aXK!. llH acmcy kao iiHnad awjgr 
tKaallib ^ipiiiacli boaaoaa H naluad tkam could no bogK nwemao 
and train nanigli palaac aununen to keep a|i ntlk Iko wataaaliiil 

noaWoad 


nooavaa. tSPTO laaoBitiaaa diaf II naodi to knaaaaa Ha knuumonal 
a^iacltr to hka non lialaiu eutotaora, and In IMa ropud u taklnt Maiia 
tokiu f I ItalialnantandnoiatvWoiyaaiiackaf roi cianfda. to Incnaaa 
Itt laakani awanwy. U8PT0 linplaaMMad an dntoodi lailidad imtnaB kt 
yaaa iOM sand Ika Palana Tiaanliw Acadangi Ikat pnnlda Ika 

a»aa7aeooalanl an a nil ltakdn« r a| Tll ya«l300nawpalanl n a m iaa 

loaankotihaaaneyaaia. U8FT0 alao baknaa lloa ika aaodamy nay 

kaUncaly knpfon Ika apcaayi aapamaoay capacity becaina n wlO bnan 
laapaia now palant aaandiicia to ataat noak In a mtoadofy centacjind 
IkanfbnUiaywIBnecdlaanaupaaYlakaiaBalanakalobtialidad OBPTO 
plaM to moMtoi am pataoa aaaoiloerB alWa tboy ban dmkaalad plan Ike 
nadeny ki aadea to dotanaaia a the a«mcy can Ikiilua totoilito apyanadi 

to till naai ba ktaakuiaonal capacity and tkanfocr. ka futon annual hltlitii 
eMknalaa 


Bnnwinilli lniTi aal d ld ll a d W IIla al n afl^paantCTjnkmaaaeli 
yaai foe ifca ml t yuan USPTCyt paanil applkaean barklod OH 
eoolkne to •mar. and to eapaend to inenaaa to o«a> Id MUloa at the end 
offtocalyaarXII. AnocdktdtoUSPTOml a i nn .aegtlfllteadancy 
ana able to kW 2,010 pnant caandnen pee yaaa la llacal year MOT aad 
cock of Ike aeil 0 yean. Itn btcUoo enadd cooltoiiie to inenaaa by about 

200,000 mOoaUaoo to aSSlMS at Ibeead of tonal ycut Mil. Ttoaaocncy 
len aeknoalcdoed llud k cannot hbe Itaatay oat of Ibe backlog dceplla lla 


fooM 


aaoai tin on 
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l^ouse ot ^eprcKtntatibrfi 

Commilttt on tl)t ^uHuiiirj* 

■MNIIIIIR. BC 20»I}-«2M 

*■ »vM CnO Cair« 


QUESTIONS FOR THE FINAL RECORD 
ATTACHMENTS 

I'SPTO HIU btftiit Study of Ptuemt Examluen’ Production Goals Study 
compIcmcHl mommeudaiion from GAO 
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Oc«4>n04.2007 

•07-12 


t'SITO Win Bntia Stmt) of P*lc«t Eomootatrt' Pnxlortioo Goob 
<;»•> coaplwnK mofamradoliaa fmo CAO 


TVc Comineicc DcponiDai'i UmlcJ Saie$ Potent ood Traieteio* 0(5c* (t'SPTO) lodoy 

TOOOiMCcd IhtI, 01 p«1 of ilo qnoliiy Wooowo, il teitt review toooaiptioiio ihf t|^ Iteco 10 
eiubltih ptodiKlioo »o«b for potent eojoninere- Tbii ooDounceonein toineldei with lire rekooe of 

■he OovennDcnl AccooBtobiliiy Office (GAO) re|»et. nimtig Elloiti ore p wS tigie^ io 

Re*** Potent AppUeotioo Bockfog.* "nie repeal reeoBireeniJo Ifcoi ibe USPTO uoderukeo 

«anprehcmi« evoluotioii of the oMumptiom iliot the ogeocy um to cteoWtih ill pooduetiono 

goob.' In ito review, ibe USPTO wiB woA with io eooreiiien oad iioer coawiianiieo. 

(JSPTO Direeioc Jon Dudoo pniiet) the QAO repon, otolai* T Offl pleued Bite, oikt tmM 
fttidy. the <iAO ogrees woOi our oucrearenl ttao hiring olooe mil noe reduce the bockl^ of 

patent oppiKotiono. By £■. our moot volaohic re»ourceioo«<atploy«e». We believe Ihte oo» 5- 
yeor nrooegk pleat kknlifico biitiotiveo Ihoi ertceovely peoltcl iitnovonon while prootoetag o 
ipaliiy mtrkploce ttm ottrecta and rctaitn e t nployeeo. That io why many of our note ctaretu 

ritUireiveo inceotivue opplietuiti rod the puhHc to laovlde the beet udbiniottoo to potent 

exjtmocrt eviy in (few mnunatioo ptocc**.* 


Focuoitig oaentkto on the tepid diattget dte USPTO hoo bced. Dkeetot Dodao notedt^ ‘om 

the pate decade, the USPTO miellood hao hieteaoed in tire retd eontpleiuty- In reepoooc. we 

hove abo intpleinented a long lilt of nteceoiful uoemal itiitiollveo. Done autoiateing exmner 
tewch tooU (o hcrint ow 3.600 new examinm in the paA three year*. A* a tesulL v#c heve seen 

impriwcitKoU la quahty ond prodocJioiL A neot logical teep ht hrittgittg the USPTO fitUy into 
theTlAccotuty io to reevoluale how thaoe ittieieitvee impact ore goah. 


The USPTCfi review of onutttptkaia underiyittg the cuntau pnxhictian itaodanlo vrill eocoinge 

a completely freih look at pcoditcooo in a monttcr that win tnodvaie etnployeeo, itttproveJO 
work eavirenreettt, and enhance the tpoolity and emeieoey of the patent cooraintekm pioeeia 
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GAO 

U»itc4 SutM Gov«ni«i«Bt AccoMtAMlitir OnV« 

Report to the Ranking Member, 
Committee on Oversight and 
Government Reform, House of 
Representatives 

S«pteaibcr 2007 

U.S. PATENT AND 
TRADEMARK OFFICE 


Hiring Efforts Are Not 
Sufficient to Reduce 
the Patent Application 
Backlog 


G A 0 


GAO-07-II02 



«u<i; Oufttv fiirtlM rwtoclDg Ite ovvnfl of ih» 

nnallr thsv «w1i2orcv loiM a8*rt a«r«iey'» ai^mlKay ci|MciQr, 

bMaoiw tbcy trducv Clw of poCMitlal Miimlacify cnmliwn 

fara>ft»gr«iili>>»r>id«Bif Bi ii ly ■fleet USfTO’iiiittty to i i i c rwM * 


USPTO Management linla 
AUrittofi to Employees’ 
Penonal Reasons, while 
Patent Cxamineni link It 
to the Agency's Pmdtjctlon 
Goab 


W« tbund UiM USPTO tii n « s » wn f tH ■lid prtxH ejupnHw* d kii p m 
M^OficaMUy cm llM> r««MM to cb« •onOoii that !■ oconilpfl a tte ■•■nQr. 
Kerxm^mi to USPTO BMMflMMnt. pofaoml wi oo w ue (he prlmafy 

roMOiatltttcMnepMeMcxaBancntokwrotheaflfttey * SoiMOftlMW 

f«MOM todieSe the foflowtnr 

• Tilt ■aCwe of the woefcai USPTO <toe« r>ot ft! wlA the pr ef wml 
wiiiltlt ajlie nf —III pBlenl (iiinlnitri nirfi ■■ thwnUti 
«>nsiM«riK| Stipew who looldBC tor non? ^Mndooci* MpeOenca*. 


Meny poteen etn U wri en ter (be tsfcfti i te diiactly oat of coOfgr nJ 
■re kiohlBS to add USPTO to iMr rtoonto md move en to mother job 
e lo rwhe re mber thm bwfld a CMmr at the ■flm qf. uthwwtoe haoim m 
(he *nlUrnatol peobkea.* 


* Ptoant aBtoiunaie tmy rboom to lame the area, ae o ppo n d to t h onka t 
to leave (he eflmcjr. benaar (hdr epoaee iracMfeea to a po WO o ft 
outtodeofihe W nhhi s iw i. D.C. nea. the coat of indni i» too or 

the eonpetaion la too Udh tor eadry into the Waehiacuai, D.C, nca 
^adaam end poatemSotoa pro^nne for thoaa patoirt caaiBtaete who 
woold bke to piaaae hi^ier adacaCkio. 


USPTO te e n afl m a m told m that the ■ stwe y la taking etepe to btdp ad dfi ae 
theaeleaaeaiheoa^eflaileaochaa da»tlcis n daracndtiae»itioolto 
befler aaaen epph e a n t coapaUMMty wMh Sia ifletiry'a worli * anitro w n a« . 


cnmdertnt tiw ci aatloe ef ullkaa toeaicd ouuide the Waahlacton. D.C^ 

araa Owe woedd provide tower cotoofiMaC altotiialWca far entdoyeea 


Whfle mton oOctok asrved that to aoaee caeaa pareenal leaaam, aMchw 
tW to(h coat of Ihnni to the Veahto^oo, OiC. area any kad to attrSton 




fMoit rwnMs. lhay bdw«v UuA acnition M USfnX) 

to tha wwhaftr pnutuetiop goab that ifcc a<»*cy »c<a 
b«paicaiMnttn* SpacIfkaHy. wite<rfAcka*i«>P<^^ 

prodpcduN ao not afr>« Mk^oae OfM for palaM asawnm IP do 

worti. <afM(*iUy III of dM ktcnoaod •cMlfiy wd quatty 
Inal rtTm limUinnilfiltiyiMgrinTm 7*— p«~*>***^ 

fMte lw*v miifcd A ‘i*— rtwp cukisiv* within tho a^Miey ihM 

patent cumiMnito do Monr tn iMA dme Mwl ha* tlwrvlore becnii^ 

fofttfWwnof to pauwt mwUnar** dadaOW* tt> Ifvg USITQ To 

cmptMlao Udi cenrara. dw otdoo tha Stair linioo of Ihc Rwe^aon 

PMmU Office and othrr latcnwClfwaJ paiae* axanunar oqpnntleM in 
Acaf) 8007 to ^ a MM dectertnc diM Iha praaurte 00 paftRA tXMiuncn 

araind IM wimM have i«kM aiach a Mol chat n the ataeoce <tf nacM 
cweauwa, tWaJacttiai property wortdwide wogid be at mk. TWMser 


10114 other UMKa an lorraa— In the ajaepateK 


Acconflac to our nuy of patae* cajenlnrca, OT peecooK, legardli of 

UMrMMO with the agrwty.acwewthiloocOrta^ that C he a»ycy a 

ptodacOoci foak are aaaorig the prlman t'oaaotta they wold oomadrr 

laa«h< t’STTO Moreerar. we wUmated that 08 percawl of prMH 
^.■Wiiii^ «W> »oty i hn i r fMI Of ■rearaBhr tW aaa tkflr i l wifh the ome 
aUocicdhyUBPrOloKMreelhchproducuontoak. AaeoeAnf to our 
foney, SO pcrean of paiaaiauantnan aie alao vrry ihaiMtiflrd or 

^naraOy dkMhM with cha W19 In wMch the a^mc/a pcudwcihw foali 
w» caMaied. wd a mirabcr of rwvKindnaa Boiad that the peoducOon 
ipiah 1 outdated, han not <hai«M M 90 yeata. aid aoma techiioktfao 

lor w»6ch day eealante apffbcaftooa had not evun Man diaeueertd U the 
lime th* agai^a pcodoetlon foah were oet When artad fcr n ^iaataw 

eg) how to the production QUMw tt paerrat of patent exataiiian 

Mt tha Che ajntcninaodi 10 be reewihMiad, tnchaliat ahaAnd (he 

leotMcttai goah to aBow mace tiaa lor pfltaa euRilnare w coAducl char 
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I^ousc o( ^rprc^cntatibrs 

CornmittK on tht Juiitiarj^ 

■UiOaKlia ac 20»IV-«M« 

•k »mr> CMk 


QUESTlO^S FOR THE FINAL RECORD 
ATTACHMENT? 


External Affairt Realignment 
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From: Itedna. B«t> K. 

Sent Wednesday. Au(iiat 19, 2007 9:23 PM 



Subject: EA Ratlpuaeol 


We are ple a se d m anBouixc a lealisBnKCI snlban the Office oi bjctcnaj Artaits, effective 

unmediaaely The Oflice of FxlemaJ Alfiun if ar eniatint office fcpoitinfio Ike Admininrau* 
lor HxlenioJ Affairs. 

hi funhersnee of USPTO'i senaeile plaB. Ihii operatiocial chaoje wtU cooiolidalc Ibe cimem 
fieictaoMoTlhe Office of Fjtlernal Af&ire iMO buianeia hnea ideneiffed as the Office of 
Inaeliectual Property PoUc) and Enforcenieal and the Office of Oovernmeolai Affaatv Ail 

cunenl (iinclioro of the Office of Eatetiial Affairs will cooaimie and will he espanded 

The leahgnioefn ita rcaullora five-year manapenrent review, h iadcslpned t o make Ihe most 
efficieial use of esiatioi USPTO resoorees In paitkulac. cemsasaeat wiUi Ihe USPTO's Stnaetic 
Plan, the reaiifiuacsil devotes senior manapetneni anealion to pcovidiag cosnpechensiw 
ioicIlecnaBl-paDficity acid cnfofcecneni asaoing and oeilisach. The ebaape also pnanotes a more 
co aipw h e nt ive (ovenancal-aRaais effiat 

In lermi ofdty-en-day openiions, the lealigeancnl foctess a more efficient, erieeiive tad 
cohesive organanlion with nsore ot^aiicatioaal support aad res our ce s (or all subataneive. 
admiaiairaiivc and aappon posetaona. Fuitha, the italipnancnt caealca more Ocsibslity to develop 
and tap tire espetttse of aatoisicys thcotaghoni ifae haaisKsa ana lo bcaacr (xas on ml ellcr ti aal 

peopeity and csifoccemcat issues. 

Overall, the increased cgaciriacias and plans for additaocial resouaees anil alfow die USPTO to 

expred its highly niccessfid efforu to grow iaternatianal rdaticnitupa. offer uaiaiiag and 

educalsoo to doaiestic aad xilernsticnal officials, incicase incernaiioaial enlbieenicnt of 
irocUectual propesty lights, educate bua ineaict aad the publae about iinelleciual property rights 
and awk with dre Congress and goveininenl agencies on linellectiial property lasaiea. 

If you have any qucalioias or acquire addttiooal uifonnarMo. picare oooeact Lois Boland. Oirceaor 
of the Office of Imelkeiuai Property Policy tod EnfoeceaBcm. at (571) 272-9300 Beery Hudson 
Chaef Fhaacial Officer U,S. Pateni ft Ttadensaak Office 571 -272-9200 
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i^oust o( ^cprntcittationi 

Comimctrf on 3u6uiarj> 

■LttkamM. BC 20915-0216 

«■ kliOnt (M* CMV<« 


QUESTIONS FOR THE FINAL RECORD 

ATTACHMENTS 

USPTO WetUy Vpdtie- 9.10.2007 
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USFTOWcdJyUpduc 

FjdCTMl AOiin Uixfal* • ( OWHW007) 


While ow fool* ittwity i» on the paecni and oadcmvk opcraboMl «««» of ibe USFTO, we 
ilmtdn'l (of*el Uwi our oflke pertonM looiher importiol Anclioa fat the 05. - oeaiely.^^ 

ptovidiM IP policy tuideoee for faejovenUDeni. end IPtnioui* far the world SomeUS^ 

empfayece may ahendy be famibar with the Oflk* of External Aflaira (EA>. hta we lecently 
kxA the oppoetiaiiiy to iaietvkw EA’a leaden to (fad can Bioee 


Loir Boland, a fanner peaent examiner and BOW a Diwcloe to *e Oflice ^Dnetnal Aftira 

(EAh noted that EA hat reaUincd ita huainett opendom to heiter (UfiU USPIO i policy and 

Biintoi miaiiona Aceoedin* to Lola, after a Bve-year manatement review of the projntot 

within EA. the fanner CKIioe ofEnfoieemeni andOfflee of ItoeniaiMoal Reta nom ha ve _ 
conaolidalod into the Offioc of InteUecual Property Policy and CnfaccaiKW ( OIPVE X OiPPF. it 
leaponiMe (or doaresic and inacmaeiooal inteUcclual properly poBcy and eafarecmcna. 

ineluduia tratouto and outreach, to ndditioei. the Oriee of Coa«reaikioal Rdaliooo haa been 
renamed the Office of Oovcnreicnial AfEaan (OGA) to reflect ita additioaal outreach 

mponibilftM*. 

The new MoSguratioo of CMPPE-createa more flexflalily to develop and tap the cxpctlrae of 
attocneya ttoouahooi the buaineaa area to foetaa on enforcement practice and policy ai an miciiial 

arcKi ^all intcUecnml property diaeiplfaea,’ raid Mx Boland. "It airo altowa on to heavily 

SJtoireedncaiioonidoi^reE* LoltalaoiiMed that -everyone in OIPPE and OOA will 
ceefaiuie their work to protect IP righta- both at home and ahroad Under thia rirocnnt. o« 
tcamr win be even more efficiont and efleetive to (act. the OSPTO it conradctfai cxpandui* 
ttn» impoctant codeevur.'* 

Boh Stoll, Doan far Tiarnin* and Educaboo. la anoaherpaaetBeorpaalimc Mr Sudl’a title 
reflecta the USPTO’amateticempharir OB toiertiatioaialetainiaig and outreach Bob la 

reapontible for the ooanyeehcoarve, muhi-yoar icaaegic plan that encuanp^ all inaenja^lly 

focuaed intellectual property oatoto* and outreach In iddllioii, Mt, SioU ove^ US^ a 

Global Inieflcctml Pfopeny Acadeenjr (OfPA) which it loctted oo ih* tecood floor 04 the PvMic 
Search Facility to the Madiaoo Buihkn*. OIP A pnrvideatriinin* far jud***. !»«««»*•• ^ 
cxaminen and other repreaentativea from all around the world It haa even heated Lucky and 

Fk>.P»DLatitadoftetiicveivrpceiaHy trained to «il(f out couoliifeitDVIX The Uni^ Stataa 

ia ahe^ the reipecled world leoder in totclhxnial peepoty - (roen cxamtoatiori, to policy 

inakii«.tocnf6KeBeni.*hciaid -My>obh to oaakeaure the United Statexiarecoftiiiodia the 
woeU'a beta ptocc fat IP mining leidexpeiiiM.* 


Expanded totellecund propeity educniioo nod oolreach is n fandianenial compcfient of the 
USPTO a Smaegic Ptai. aaid Deputy Under Secretary Mirgaiel Peteilta. who her ronxmaihiUty 

fat monaging the Office of ExIenialAflativ -Now, inore ih«i ever, the now glchol ecoaiomy 

needs the leodciatop which the USPTO eon provide We have crucial IP oxpm- nndw hove 

an ohligntioo to rhnte the expecimee nnd expertiae of USFTO ernptoyoei wiih the world 
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MTenoo Tayl"- ol newly nniied OfBoe of Oov*fi»n«ii»il AHeln. ntd tli« llie 

olBe«'» new n«nie more »ca«Kly rcSectj *e ecopc of i1» wortt Tn edilitioo lo » (bcm 00 
CoopeMional ietalk»ii» we will oho be woitiB* wi* gowenicm. eecKUriee of BolM ^ oehm 

on policy isH**." he uid. "We wi* lo tnlceocl mote wMi odw acne of nowoenein, incliidiiit 
M die cuie end local kvele.* Aneinpluniceo«acacl>loiodepaideiilhiv«iiaoniialii(b 
pnotiiy for the eotia OflWc, in c lud in g Ooveei u nc i rtal Af&in. 

OIPPE'f anoowye - many of whan haw risca iheouch *e tanks of Ihc poiced and tradcnaik 
cotpa - at* assigned eo fP sohject-naBce groegis. includuig uade. oofceccaent, tiadenaiis. 

oalcnis. aid copyTighis, A specialised eoforccflien lem cooeias of aaocneya whose piimaty 

eapeetia is in customs and boedet isaues. who week with oehcf fubioct naici esperu a needed 

This new approach ceeales a ilrceig USPTO "ipiick tespome- cepehiliey. with ovaall tceeni 

fbemed 10 addreu epeciSc iaucs. 
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J?ou)St ot ^cprrtfntatibes 

Commitltt on Hit JuHinarp 

■UtbtnVn- BC 203IS-62t« 

«M»Mkl*Ca*CMfMi 


QUESTIONS FOR THE FINAL RECORD 
ATTACHMENT 9 

United Slam Patent and Trademark OJJiee Reports - 
Fiscal fear 2064. 2005, 2006, A 2007 
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i(.c^\ita^'nu!l!mcirark Office 


untability 


results 


innovation 


^Cp^tlVlty 
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Unilad Suites Polwl and Iradeflioili OKke 


PCRFOilMANCE ANO AtCO»JNTAen.irf Mro«T 


FISCAL YtAR 2006 
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locoiiow. oi«ii«u*Tio«*t tTtMCi¥»t. »tn 
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Jjoust of ReprrttntaUbMi 

Conanitin on nit Jubioirp 

IWrtltmilT" 9C 20515-0216 

»»> «a ii « lia» C n >iw 


QUESTIONS FOR THE FINAL RECORD 
ATTACHMENT 10 

Dartn Fonda, Patent Absurd. Time Magazine M Partnership trith CNN, 
(Apra2,2e0b). 



236 


Piitotly Abcnrd •• Prtofioul — 11ME 


l*i«e2of4 


TIME 


Patently Absurd 


Cnw •RWiid cBiy. ud >«■ ur dcdik IbM Mdteu <R u» tHNUiMW. U r>« rxu lu« >k*t lakKiW 

unxMt, Ukai bM> Dh Ivir It tntnr. MplTBOt IlM Kncrt pekx. <ad ifi nan WMkout Kill bmR. 

ta<Kt.tllar>raiUiixbilollHam>iwy FM-pristnuKtnaMnmMfdfcirtbMittM ftbilUMil 

nliM lul ;w. < Ikini of Ike koL Se kC* Mjr yos eaa< op wilk dial (or It N9» Mm aaa IM loi 
1 priool. AOii kr« wr • loir casdoM that cBor «dnio*r lofaiMlH oo root lotfclit ood am roo donufM. Shool 
• jo<%e oolcoiiotkollr oidM abr M >«»>M Iku feotaRf AIIm ok. ITa r<ior takSKtoil rnporlr. roo how • 
biilBcM yoo iMokI Uko ki MU. iki (br boakolr OMpoaoed. 

lb qoMtiM «• ikkoiod iKbre tb Sopnmr Coon kal Mok Ml ■ bilk- pcoClr pow<“ aoa- aw of aovonl the 

ioitkM an keoriot lb Mm TV oMdoMl RbeU tb cooR'o BokoMi BtoRol IB poMol <nn, kbeh Moii k> 

b pnUiKmt Uea o< badlMM loldy Tka) kmU bdob lb Dcoi ahoidaora o< lb popoloi Hockbiiy ikvm. 
OkooJ by bmorch Ik Hobo (WIIX. ol WiloHoo, Ool . olikk had TmekBany" fcm pobtUop RIM fOkikb 0| 
*6u.k loaoia b> aMb lU^nok kraoab ky hit be. daayate lb fad Ibl lb Udl Pakot aad lladekBat OSco 

KIceBad an atphl NT? palakla tkal weae lb focm ad lb IimbH. KT? k appcallkp lb nyactiaa. M RIM aaaed 
Mkcr Iba (am lb polaataal id aa hilokcllak 

Pakb lamob kaaa aoaaad cm lb pan daeada. op ahaoa s8» akKO Ipas- Tka palaal o«oe k drokolk* la 

miap; oaa ncaal appbalioa la laa a aapkta baad priakd akk adaaflialBp. tb affica la patlbn haooia aa aa eaa 

yradaa. aaanUaf palcala loo Irabtdy. la aaek Iklap aa baak Bodkal acMa aad 'biiamaM Molkada' lib ooa<Ild 

eallaa abppUa TbI allba baonboa aad bioda aaa pradocaa koaa lb BHibl. aRoadia« la aoaaa aapana. 
-Tkaia’a a coaaeanu la BiadfBila aad lb lapd aoiU Ikal tb pataal ayalaaa k aaaloaaly out ofbalaata aad aaada 
R<ona.‘ aaya acDoaiaW Cart Shapini id taibalay'a Haaa Sabool id Baalaam 

aBa/a ftfka apaoMI a Vhpaiia mnapany laHad bCcicbakaapa dbaatiaaaa boa ataall fifwa aaal aaay at Uipef caa 

al iioal loal lo balk, la aooi Marclaakaapa fcaadarHiM Wooboa. a lonaa oilktiay pdol and CIA oalaoit 

aogliiaci. laad »Ik». dababp tbaa lb lomptay lafriatad oa ibiat pateok b fikd la lb Mld-'oot. ladadtaf oai 
Ihal Ml aal aaduda lor fanHaica aakea laebaaa (lb ak-orilad Boy » Noa pakal). b aoo) a jaiy niM la 

Waoboa'a tl»oa aad aaaldail t)S aoTHoa la d i aa paa 

Tbo. ahUt lb laaa aaa alodmj Ikloopk tb aipiala pramaa. lb palaat o«loa la poos kaaod Iniliar rejaaliHa 

of an Ibaac palaala. Waobaa. ablaap pwkiu lb aqK t ioa a , aaya eBay a ladriapnoeak and d o abi i a ia cd aalla 

aodloiia aatoaBy l*ad a# ba aaauoa lita. ManRaAaav. “U “yi •o«kla« kaa Iba aa Mpaaitloo all aalafy 
bai. "Wa aaol lb talaaclaia ao aiay^ poaar aabfo oomi la oot abi" b ouUalaaaa. Too caa kaapiaa f Bay-a 


hop>(wwar.tiaK.ooaiAliiie/pnoioiaLTI,Sit6,l ITWWXKIJdiBl 


W200B 
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PMenilx Absunl •* Printout ~ 'fTKCE 


Pace 3 of 4 


vtcw of tkat pesHM. Tlir etM ii *0 teportui Ilut eiay hM hind tp% Bue lobbyirtB ■ WHUantPB. Mcb «• Um 
A ihcroft Group. • lobhjriBf ihop nu by fonom U S. Altoracjr G«o«nl Jobs Aihcroll. iokoiUM Glower Wcim, m 

ex- prcM MCNUry ior Vim pRBiJrtI Dkh ChMcy, it rcfMarod M u eB«y khliytit OB *pi*cM rcfefm* 

RIM miy hc*e tnuMprd eBay to Urmm «f Mih'lml oemm: R appeen to haw net «iilh the poteot oSce'a peaecal 
coonavl, Janca TMpto. anil aaMher acator c4BaiL ioha Whoahn AccocilaBi to a Oomaatal e huto oi throuch a 
Freedom dhrfonaatMO Act re9oma»4pre«t4ad to TWE.lUMehatniiaaaodeo^XO Jim BakSiewaa 
achediMrd to aMvl «*ith pataai-oMm olBoiala oa Jaa. 4 . 800 S. akop w«h reiawcatatiwi from the 0^ 

Dvpartaaaai otCtmmme (rach raectiop are htiMy aaaaual^ ia Fehemaiy a C aaai t Ua tow m aa m i oAdal 
coalactcdapaseat-offlmlawywtofiadealtfiheCaBadlaa Falcat OOce ahoahl 'eaeit aa intcfest or promoe* ou 
to Amortcaa cottatefparL That Moomabm Cmada'a Mnbter of ladaotiy, David tom oai. wroia to VS. Secietaiy 
o(CDaMncfoeCiflaaCaliert««.ttttliif thatlhcpatcateAmeipcdtoUiereviewafKrP'f poteatiof atkaMbroot 
a tiaiMtahIr la pahlie: *W« koew aodUBf aboaA Ihcae cnrtacti aad imofil gtwa a chaam to leapoad.* aaya ICevla 
Aadcraoa, a laieyar for MTP. 

No woadrr a MarrCidiaatt laayvr famed ia aarljr Mafih whea the Boy II Mow paleat waa raaaMcaad to a BCM 
•xaniaar after auff la the tcehaoiofy oesaer had fpcat ai/a yaara dcatotf w«h R. The arw euaMaar R^ecaod 
MareEachaace’a appIkatkMi altar ea)y a few daya, ahhoash the ahMl may reflect the aew way the patrat cfBca 
handlaa rc-eaamtoa»iima is eaaaa more dtaa two yowa <44, with aa aaiphaafi oa apeed. 

Arcaaa aa a nay teen, the eby caae dcab with the balaam ol power bc««wea pateat holden and aaen, aad 
oorioratr Anurka ia haeaV tatareaacd ta tto wfdkt. Slikm Valey Drm 6 m fo haw hard ap 

bohnd eBay, %*hto more liadhaoailoompaaka each MGaacyalOedi«e(tBwaawY1iomaaBdiaoa'aoatfit)aad 
Procter It Gambkauppoct MctrEach ia^ r , afoac with the eatae dnn iadoatiy. aHwaahoiia ra e BBodd hiato* ua 
pateal proteccioa. 

At iaaae la whether iodpee ahoald aiOtoma tally iaaaa tajaacnoaa apaUM talnatm. aa they do now ia Boat laaca. 
ctoy wurta jodpn to haw nere dlaerctiea. whaA eoald woakaa potcat holdm’ harpaaaiat power. ”Tba ealy thtap 
that wfU briof a mafor company to too laUr ia tool to thaead they hew to [a e ppoai e h* aaya Katoao Myhrwld. 
formerchtoftochaolmyofBeeetorMi g Dae f t.whonmaapateat-acnatoltoaahopaad>aowaab»atoanhowbto 
coatpaataa wield power. 


Oa the other tide are tooae who arpoe that amaB^thoa pateal boldera with dodpy cUima and no aclaal baetoe a apr 
are omai toe kpat ayatem to axtraei payncala from flnaa with eatabliahcd opetaboaa and prodacta-torktopUkc 
toity -ulc tfoBa under faridnaa. poppiat oat to coOact a taO. *rha troto are caralac pateati torn loCtoy tfckela 
inalead of reward# for lata aidhta to tha lah,* aayi Boh Mofea. a ierhefoy law paofoaa w borUac eBay Mcriito aaya 
aenkaaduetoca aad aofbraie My be cowtad hy haadreda of patoam. aaeh wtth (hatmet daitoi. yet it aiay Ukr 
only ooe caac of tofrtefrmcat for a padpt to iaaoa aa njnactaoa. compdiaf auny oompoutaa to pay the troBa to 
^awiy. U.Sl HcNue ftepaUKaa ImnarSmilk.rO'epeaaarcifarefenBbtl. waalatoabiwchabticatioairatyirato. 


fan|i:/ANrww.tinc coa/t k o c/ pr in ito tf lG.SB I6.lt ?9349,00Jaipl 
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Puendy Abvurd — PitiKcwt •• TTME 


Pige4of4 


•We o«»l • JimWJ ••• ***^ ***® ®* *^*^ ^*“* ®* P*****’" ^ 

WhJtgvTf tbt ca«y »wdkt the patent o<ftc« tooto f > wp «h rin wi 1 . » w«*wd « itiiMtol 404.53* 

b to .kTou^ il«elPf <rf iW dBc^ wbo aJml* lh« yi •!«« CMl hwp o^ •*l*i oo* 

bcMbr/ be •■»*. Twrt the tae j« lo^ o« (W ■ I* Jonuoiy I>«h» w«w«*> •**P» *® •trwniltae the 

proe m aad hbe more emntom 

•nm help* a* buwMcmi. bm «•"■.■» Mi Ij» 

«ul thrt p.icrt pioucnoD !■ iMi. po-wlW ihM a « i» iW !>«.•••>• HmwI *»««* Sdiool |mfc»c» 

l««r.»«aoM«.loiiclW»PoopM™uta«>04-Wh«dii»#M.Mr«P<«>l*«l«.« 

«»|iuiW .to » to ooKpetttm TWl. •!» tap «» <ll«l tl*«l »1» bit 

Wooifto«.lo*bbpo«.»awitoOth*«*-/ 

l»i».ul«l 0. ippwl w i.pfc »« he pIlM » ■« U.» Ulto A. .*.1 •potajpM MP. ia» w . 

»«tan,«»l.hoiildWooUt«i»«Mlh|«c«ii«.»»ac.»»«r.thi.t.«i»p.l*«<«ttli«»>.-«. 


Wlih I.p<rtih« hr i«lto )fcrw*/ Kew »<rt. eric RMiiiii/ WuhtegiM 




Ftnd Ubs arCkW ak 
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UNiTEU States patent and Trademark OmcE 


Under SbCRsiAXy o? CoiiferfERCE for iNTEUJJCTyAL Property and 
Director <JF the Unitsd StaIes PaiIint- and Tradem.ar(c Office 


Questions and Answers for the Record 
United States Patent and Trademark Office Oversight Hearing 
Before the Committee on the Judiciary 
Subcommittee on Courts, the Tnternet, and Intellectual Property 
February 27, 2008 


Questions Submitted by Chairman Berman 

1. Accurate projection of the number of patent applications that the USPTO will 
receive in coming years is critical to planning and resource allocation decisions 
being made today. Please describe in detail the methods the USPTO uses to project 
the number of future patent applications. What economic and legal factors, 
including anticipated rule changes, does the USPTO assume in developing its patent 
application projections? What kind of computer models and other tools do you 
employ to make such projections? 

Answer: The USPTO uses quantitative methods, from straightforward time-series to very 
sophisticated forecasting models, along widi qualitative methods, such as applicant 
surveys, discussions with the patent community, and collaboration with other patent 
offices 10 forecast patent application filings. 

The forecasting models used by the USPTO extrapolate historical trends and utilize 
relevant indicators and factors including research and development (R&D) expenditures, 
gross domestic product (GDP) spending and venture capital (VC) investments. 
Correlations to the U.S. economic growth, as well as the global economy, arc made with 
these indicators to include spending on technological innovation activities and 
investments leading to the commercialization of new products as indicators of projected 
patent applications to be filed at the USPTO. Tlie USPTO uses software such as 
Statistical Analysis Software (SAS), Statistical and Forecast Pro to produce dozens of 
forecasts. 

Nearly 50 percent of U.S. patent applications are filed by residents of foreign countries. 
The USPTO lias partnered with the European Patent Office (EPO) and the Japan Patent 
Office (JPO) for many years to share research, models, trends, and results of national and 
international patent application forecasting efforts. Recently, the Korean Intellectual 
Property Office (KJPO) and the Chinese State Intellectual Property Office (SIPO) have 
contributed to this effort. 
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Legislative and economic factors, such as anticipated rule clianges, Congressional 
legislation, and adjustments to fee rates are analyzed and any assumed applicant behavior 
adjustments are incorporated into patent application filing projections. 

A team of cross-di.sciplinary experts ivitliin the USPTO arrives at a consensus application 
growth rate projection after carefully considering all modehs, methods, assumptions, and 
related intbmiation. 

2, In the USPTO’s Fy2008 budget document, it was projected that the number of 
patent applications w'ould grow by 8% over each of the next 5 years. (See 
attachment 1). This projection was supported by the FY2007-2012 Strategic Plan, 
which stated “the strategic plan anticipates that patent application filings will 
continue to rise at the rate of eight percent per year, through 2012. This growth is 
not a surprise, nor is it new.” (See attachment 2). However, in the FY2009 budget 
document, it was projected that patent applications would grow by only 5% per 
year over the next 5 years. (See attachment 3). Please explain why the projected 
rise in patent applications was reduced in your FY2009 budget document. 

Answer: The FY20O8 budget and the FY2007-2012 Strategic Plan projected patent 
applications would grow by 8% each year. The Congre.ssional Budget Office’s economic 
forecast envisioned that recent growth would moderate. The USPTO’s mo.st recent 
patent application growth rates were 7%, 8% and 9% for FY 2004, FY 2005 and FY 
2006, respectively. With CBO projections and application filing growth in past years, 
patent application filings were forecast to grow 8% each year. 

The economic outlook cluuiged for tlie FY2009 budget. The Congressional Budget 
Office’s economic forecast had been revised downward. As contrasted with GDP growth 
of near 4% in 2006, estimates were less than 3% for the near term. In addition to the 
assumption of future economic growth at a slowed pace, the most recent year’s patent 
application filing growth rate liad decreased to 5%. Forecasting models indicated a more 
conservative growth rate of 5%, which the USPTO adopted in the FY2009 budget. 

3. Also the FV'2009 budget document mentioned that the projected 5% application 
growth rate “may be affected by the Agency’s rule governing continuation 
practice,” but didn’t indicate how it would be affected. (See attachment 3). Please 
explain what was meant by this statement. Also, if the 5% application growth rate 
projection took into account assumptions or expectations that no longer apply, such 
as the iinplcmcntation of the continuation and claims rules that were recently 
enjoined, please provide revised growth projections. 

Answer: The USPTO, using historical and projected counts of continuation applications, 
assumed there w'ould be a change in applicant behavior with implementation of the 
continuations rule. The limitations proposed in the continuations rule were assumed to 
result in a 1% reduction of applications received (approximately 5,000), beginning in 
FY2010. AJtliougli the reduced applications total assumed was not significant, the 
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statement intended to inforni the audience that the proposed continuations rule was an 
element of forecasted future year patent applications. 

The FY2009 budget assumtsd that the continuations and claims rules would not be 
implemented until FY2010. The 5% application growth rate projection for FY2009 was 
not influenced by the continuations and claims rules. The enjoinment of the rules could 
slightly increase the 5% application growth rate heginning in FY 2010, but assumptions 
and expectations related to the U.S. economy may have a stronger influence. Revised 
growth rates for FY2010 and future years have not yet been determined. 

4. What role, if any, did the USPTO’s Patent Public Advisory Committee have in 
determining and reviewing the agency’s patent application tiling projections in the 
FY2008 and FY2009 budget documents? 

Answer: The Patent Public Advi.sory Committee, in its role of reviewing the policies, 
goals, performance, budget, and user tees of patent operations, and advising the Agency 
on these matters, provided advice on the patent application filing projections in the 
FY2008 and FY2009 budget documents. 

5. Aside from implementing the recently enjoined continuation and claims rules, 
descrilte all the possible actions the USPTO or Congress can take that would impact 
patent pendency and the respective impact each action would have on reducing 
patent pendency? What combination of these actions would be needed to reduce 
patent pendency of the application growth rate was held constant at 5% over the 
next 10 years? What combination of these actions would be needed to reduce patent 
pendency if the application growth rate was held constant at 8% over the next 10 
years? Please provide whatever computer or mathematical models used in 
answering these projections. 

Answer: Suggestions for Effectively Reducing the Application Backlog: 

1- Annlicant Quality Submissions . Improve application quality and examination 
efficiency by requiring applicants to conduct a minimum search of the prior art: 
and submit a relevancy analysis of pending claims in view of the references 
deemed most closely related to the claimed invention by applicant before 
examination on the merits is begun. This basic responsibility, if applied to 
pending, unexamined applications would significantly improve the Office’s 
ability to reduce the cuiTsnt backlog of applications. 

2. Wo rkshar ing. Pilot worksharing to determine the degree of reliability tlie search 
and examination results of foreign intellectual property offices have during examination 
at the USPTO, .Assuming the pilots regarding search results are 3ucces.sful, utilize the 
searches of foreign intellectual property offices ofiset with increased examination goals. 
Similarly, determine if the examination results are of sufficient reliability to create 
streamlined examination procedures for applications that claim the benefit of prior 
applications filed in another office. This would be implemented with sufficient quality 
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assurance measures that the search results of a particular office were of sufficient quality. 
Implementation would occur following a transparent proof of concept. 

3. Increase capacity . 

a. Telework /Virtual Offices. Tlie concept of creating new satellite offices 
has been thoroughly discussed at the management level after a review of 
consulting reports. Because of the success of Telework progratns in 
terms of increased productivity and improved employee morale, our 
decision was' to expand Telew'ork opportunities as opposed to pursuing a 
brick and mortar satellite office concept. A preferred approach is to 
work with the Congress on a pilot program allowing the USPTO to 
w’aive the requirement that our leleworkeis check into headquarters 
every w^eek to maintain Iheir duty station and instead allow our 
teleworkers the flexibility of re-locating any'whcrc in the United States. 
This would be the start of a Nationwide Workforce for the USPTO and 
would help us recruit new employees and retain our current workforce. 

b. Work with universities to provide a “Certificate in Patent Examination” 
to ease transition to patent examination. The Office would benefit by 
reducing its training academy obligations and should be able to offer 
escalated promotion and hiring bonUvSes lo new graduates witli 
certificates. 

c. Utilize retirees (primary or equivalent to include patent practitioners) for 
(1) examination on per case or flat goal basis; (2) training; (3) review of 
junior examiners; or (4) work as roving expert/trainer. 


4. Deferred examination . [Please see also the USPTO response to Rep. Issa’s question 
on deferred examination,] Implement in a step-wise fashion: 

a. Provide an increased notice to file missing parks time penod for response 
within our existing regulatory and statutory authority (e.g., increase fiom 
a two month extendible period to a 14-month extendible period); 

b. Obtain statutory authority to implement an examination fee through 
regulations based on windows of time after filing where the greatest fee 
is due on filing, or within one year of filing, and lesser fees for later 
submissions. Note: Third parties would be able to pay such fee. 

c. Increase provisional rights associated with publication and permit a 
pi’ovisional applicant to request publication. Increase the time period 
wdthin which a nonprovisioiial application must be filed to claim benefit 
of the provisional application filing date to five years. As a result, many 
inventions would not be the subject of non-provisional applications 
because they would be recognized as obsolete before expiration of the 
five year period and therefore w-ould not require examination resources. 

Anticipated impact: While it is anticipated that each of the initiatives w'ould improve the 
Office's ability to reduce the backlog, it is difficult to mode! tlie degree of impact with 
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precision because of the incremental nature of the changes and proofs of concept that the 
USPTO would prudently undergo before implementation of the initiatives. 

6. According to (he recent GAO report titled “Hiring Efforts Are Not Sufficient to 
Reduce the Patent Application Backlog,” the GAO found that the USFfO cannot 
hire enough patent examiners to reduce patent pendency in the next five years. It 
seems, however, that this projection is based on estimates provided by the USPTO. 
The report states “According to USPTO estimates, even if the agency were able to 
hire 2,000 patent examiners per year in fiscal year 2007 and each of the next live 
years, the backlog would continue to increase by about 260,000 applications to 
953,64,2 at the end of fiscal year 2011.” (See attachment 4). Please provide all data 
related to these “USPTO estimates,” including mathematical models, and 
underlying statistics and assumptions such as examiner retention and productivity. 
Under these same assumptions, hypothetically, how many patent examiners would 
have to be hired in the next five years in order to reduce the patent backlog? 

Answer: The G.AO is referring to a Hiring Model prepared on October 23, 2006. See 
attachment. The USP TO obtains continuous feedback on both hiring and other factors, 
which helps us refine our projections over time. For example, as noted in our response to 
Question 1 above, application growth is not as high as was anticipated just a couple of 
year ago. Lower atlrillon rates - which we have seen in FY 2007 and anticipate in FY 
2008 and beyond - are important data. Our current modeling (involving anticipated 
f51ing.s and the rate of exaniinaliou based on current and projected numbers of patent 
examiners) reflects a reduction in the backlog of pending pateni applications within five 
years. 

As a practical matter, the USPTO is interested in a combination of prudent hiring, 
retaining its talented examiner corps, and leveraging telework flexibilities to avoid space- 
crunch issues. While it is theoretically possible to hire at some pace that eventually 
offers a “one application per examiner” rate of examination, this is not an efficient model. 
Most cost motiels for hiring employees tend to ignore the “folly burdened" costs of hiring 
a new employee, which involve the real dollar, materiel, and morale impacts on other 
parts of an enterprise. 

Hiring models are important, but exclusive reliance on modeling can lead to false 
choices. For that reason, we rely on feedback from the examining corps to sheamlinc 
patent examination. For example, updating our patent classification system (that is, how 
inventions are categorized - - similar in concept to the Dewey Decimal system for library 
classification) increases search efficiency and accuracy. In this effort, we are also 
working rvith international partners to improve search strategies. Hiring models don’t 
capture the organizational impacts of large-scale hiring, and for this rea.son should not be 
used in isolation as forecasting tools. Nor do hiring models compare the hiring option 
with efficient, necessary- process-improvements. The examination process Iras developed 
over time, the Agency is beginning to undertake systematic process review-.s of 
examination elements to identify inconsistencies, inefTiciencies, uimeeessary steps, or 
identify quality improvements. Only with that additional information can an accurate 
algoritlun of tlie neces.sary on-board count be evaluated. 
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We also appreciate that it is important to factor in the cost to the following USPTO 
business areas as they ensure that each new employee is fully served throughout their 
career. The hiring process begins with collaboration between, in this case, our Patents 
and Chief Administrative Officer (CAO) organizations, including recruitment trips, 
advertising, and calling applicants, among other things. The decision to extend an offer 
of employment is followed by an offer letter (CAO prepares, working with Patents), 
answering questions (CAO primarily), security checks (CAO) and ensuring tliat tile 
newly hired person will receive pay timely (Office of the Chief Financial Officer (CFO)) 
Once the new employee is welcomed to the USPTO, they have many choices with 
respect to healthcare, the Thrift Savings Plan, insurance, and other administrative items, 
which need to be accurately and timely processed by our CAO and CFO organizations. 

Tn addition to the general personnel processing items of pay, insurance, etc., that are 
common to any Federal organization, we must ensure that the new employee has the 
proper work-station equipment (Office of tlie Chief InfoiTnation Officei-fOClO)), that the 
equipment is accounted for (CAO working with tlie local business unit), that the 
employee has a telephone and computer account (CAO and OCIO), and that the 
equipment is maintained (OCIO). Simply implementing the good-housekeeping practice 
of upgrading computer equipment takes more human time as we have more employees, 
and accurately tracking all equipment obviously takes on complexity as one adds people 
to the system. 

Doubling our w'orkforce in a short period of time has also pul .some strain on facilities 
management. Again, wc have very positive employees who enthusiastically embrace the 
flexibilities such as telework that reduce pressure on existing facilities. However, a 
reality of significant hiring efforts has been doubling of employees in offices and the 
need to procure additional space to provide the amount of preparation necessary to ensure 
that our examiners - and other employees - receive the training they need. And, as our 
CAO and CFO offices staff-up to meet the service needs of the USPTO, there are 
accompanying requirements for additional space to house their expanded operations. 

Integra] to our hiring and retention efforts - for all employees - is assessing our systems 
and processes to identify and remove inefficiencies. For example, in 2005, we realized 
that our existing intake process for finger-printing and giving badges to uqw employees 
simply didn’t scale to timely provide service for over 100 new employees arriving at 8:00 
a.m. on a Monday. Our CAO team met with Patents and other business units to quickly 
re-tool the process by permitting new hires to slop by in advance for finger-printing and 
picking up paperw'ork, thus reducing Uie pressure on our Security team - - and allowing 
us to process witliout having to hire additional employees to handle tlie upfront influx of 
new patent examiners who were steadily arriving ever>^ two weeks. This constant 
“process re-engineering” approach is crucial to ensuring that w'e provide services in the 
most efficient, cost-effective manner possible. 

Retention Efforts: While w'e have just discussed all the challenges attendant to hiring 
significant numbers of employees over a sustained period, it must be emphasized that the 
USPTO has achieved notable successes iu patent examiner retention efforts. In addition 


6 



250 


to simply being the right thing to do, retaining our employees is the most cost-effective 
way to ensure long-term stability and the ability to timely review a grow'ing number of 
complex patent applications. The USPTO's FY 2007 attrition rate was 8.5% — lower 
than comparable industry averages and a significant improvement over comparable past 
years. It is a USPTO priority to offer all employees the kind of workplace, benefits, and 
opportunities that will keep those employees onboard for years to come. The USPTO has 
implemented, and will coiitiuue to improve and expand, a variety of initiatives that 
.support and promote its image as an '‘employer of choice." The initiatives include: 

Telework Efforts: Telework opportunities; recrultmenp'retention incentives for patent 
examiners; special pay rate (above GS levels) and production and quality-based bonuses 
for patent examiners; flexible, family-friendly working schedules; a voluntary flat goal 
pilot program for patent examiners tliat offers increased bonuses and flexibility; 
reimbur.sement to patent examiners for advanced technical education and law^ school; 
increased training oppoitunities tailored to examiners' needs; increased and better 
communication with employees through management and employee training, 

Other Flexibilitie s That Improve Rete ntion. M orale, and Productivitso During FY 2007 
the USPTO achieved productivity gains resulting irom various programs, including: 
Hoteling program, laptop program, and flat goal pilot. 

• Patent Hoteling Program ~ In 2006, the USPTO implemented the Patents 
Hoteling Program (PHP) which maximizes examiner opportunities for telework. PHP 
examiners work one day per week at the Alexandria campus and work the remainder of 
their time from home. PHP examiners have a USPTO-issued computer, monitor and 
printer in their home office that allows them remote access to all USPTO automated 
systems and collaboration tools. Over 1,000 examiners have joined PHP, and we continue 
to add 500 examiners per year. Survey results indicate that 98% of participants were 
satisfied with the program and 87% of participants reported that the prograin has 
positively impacted their willingness to extend their years of service with the USPTO. 
Further, 56% stated that their productivity increased. The goal of PHP is to change the 
boundaries of the old workplace patterns allowing for decreased commute time, a more 
efficient use of office space, and even a more balanced lifestyle for our employees. This 
translates into increased employee productivity and satisfaction, as well as higher 
employee retention. We hope to create a workplace where an examiner can be successful 
from anywhere in the nation. 

• Patent Examiner Laptop Program tPELP) — In 2007, the USPTO issued laptop 
computers tliat allowed access to all USPTO automated systems to those examiners who 
wi.shcd to work from home. Tlie voluntary program, still on-going, provides flexibility of 
when and where overtime work is performed. This increase in overtime work translates to 
an increase in the number of applications each examiner completes. 2,244 examiners 
were participating at the end of 2007. This initiative also allows examiners in the 
telework program (a pre-existing one day per week work-at-home program with no 
automated support) to increase the effectiveness of their work irom home. 
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■ Flat Goa) Pilot -- Initiated in April of 2007, lire voluntary Flat Goal Pilot Program 
is a test program to determine if a concept that has already generated success in tlie 
Trademark Operations will translate well into a similar production environment in 
Patents, 

Inspired both by the Trademark Operations* success, and by the GAO’s review at the 
time, suggesting tliat the USPTO re-assess some of the assumptions underlying its 
production goals, the USPTt^ undertook a one-year pilot program. The 1 73 cxamincm 
who volunteered for the one-year pilot (April 2007 - April 2008) are given flexibility in 
choosing when and how to do their work, and may earn larger, quarterly bonuses for 
every application examined above a particular target goal ratlier than earning bonuses on 
an annual basis. Examiners who participate are assigned a target at the beginning of each 
quarter rather than tracking their use of time throughout the quarters of the fiscal year, 
Preliminary results indicate not only an increase in production by five-peroent, but also, 
well over 80% of participants reported an improvement in morale and satisfacti on with 
the program as a whole. Further, 86 % of pilot participants said they worked more 
efficiently, and 77.7% would recommend the program to other examiners. These results 
may help USPTO reassess some of the assumptions underlying the examiner production 
goals. 


7, After release of the above mentioned GAO report, the USPTO issued a pre«s 
release on October 4, 2007 that stated the USPTO would ^^review assumptions the 
agency uses to establish production goals for patent examiners.’^ (See attachment 5), 
Then, before the Subcommittee, Director Dudas contirmed that the USPTO has 
begun to study patent examiner production goals. Please provide details on the 
methodology of the study and personnel conducting it. What is the current progress 
of the study and when can Congress expect the study to be completed? To what 
extent is the Patent Office Professional Organization and the Patent Public Advisory 
Committee involved in this study? 

Answer: In 2004 and 2007, the USPTO received reports from the Commerce OIG and 
the GAO, respectively, which made opposing recommendations about the patent 
examiner production system. Based largely on the percentage of organizational units that 
reached their targets and the percentage of examiners who received perfoimance awards, 
tlie Commerce OIG seemed lo conclude lhat the production goals arc set too low. Based 
largely on a survey related to the hypothetical question why an examiner might leave, the 
GAO seemed to conclude that the production goals are set too high. 

Neither study analyzed the specifics of the production system. More important, neither 
study recognized that with nearly 6,000 talented scientists and engineers, there is no 
“average patent examiner.” The key to establishing the optimal production goals is to be 
sure that the system allows for maximum flexibility and maximum opportunity for each 
and eveiy examiner. Examiners are intelligent and hard working. We must ensure the 
production system allows tliem to appropriately choose tlieir level of work and bonuses. 
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Production beyond 95% by any examiner in FY 2007 was sufficient for a fully successful 
rating on production. Out of 4,172 examiners with over one year of service, only 8.1% 
did not meet that goal 9 1 .9 percent did 95% or more. 74.7 percent did 1 00% of goal or 
more. 50.5% did 110 % of goal or more. 16.9% did 120% or more of goal 7.3% did 
130% of goal or more. From September 2007 through late November 2007, the USPTO 
began analyzing data tliat lies at the heart of the GAO’s September 2007 report. On 
December 4, 2007, the USPTO provided an interim update on its follow-up to GAO’s 
study to the House Committee on Oversight and Government Reform. See Attached 
USFTO Letter of December 4, 2007. 

To summarize the findings included in our letter of December 4, 2007, the following are 
facts regarding USPTO patent examiner attrition: 

■ Attrition Among Patent Examiners is Lower at the USPTO than in the 
Federal workforce as a whole . The attrition rate for Patent Examiners in FY 
2007 is 8.5 percent which is lower than the attrition rate for Federal workers as 
determined by OPM(8.9%)^ and BLS{9.2%)^in the same time period. 

Interestingly, while different sources of attrition or labor turnover data differ on 
actual percentages, the USPTO’s attrition rate compares favorably. For example, 
UieU.S. Department of Labor’s Bureau of Labor Statistics (BLS) identifies - 
among other slalislics - the total annual percent of Federal government 
separations. For calendar years 2001 - 2007, the annual Federal government quit 
rate varied from a low of 6.0% (2004) to a high of 10.7% (2006). See 
http://data.bls.gov (with search in the “Job Openings and Labor Turnover Survey 
Statistics” (JOLTs) database for “Total Quit Rate, Government.”) 

The salient point is, w'hile the USPTO does indeed have turnover in its patent- 
examiner ranlts - - which turnover the USPTO wants to minimize - - it is 
somewhat misleading to characterize the USPTO’s attrition rate as out: of 
proportion w ith that experienced by the Federal government as a whole, and 
certainly as compared witli the private sector. Further, given the differences in 
the way statistical entities collect and characterize turnover data, it is possible to 
have varying independent attrition numbers apply to a single agency, siieh as the 
USPTO. 


• Recruitment/retention bonuses have reduced attrition during the first 
year . During FY 07, examiners .who received recruitment/retontion bonuses 
left the U SP'fO at a rate of 9.6%, less -than half the historical average of 
19.9%. (See chart below). 


’ Data source: FedScope from the Office of Peisonnel Management, Cirilian Personnel Data File 

(CPDF) which is accessed via the 0PM wdjsite. The data is from che September 2007 data file which 
provided the entire Fi.scal Year 2007 gov-ermnent emploj'ineiit and attrition statistics 

^ See http://data.bls.gov 
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Attrition Ratos of USPTO First Year Examiners 



AMtonRat* of exammarv RaoaMng 

(PfM'FYOr) RmilrMnlBonuoM 


• Bewnd Uie Hwl »ite vww of jtrvtc*. Ilx USPTO lw$ low «ttriaoo. The average 
atthtion rale for USPTO palenl examinen with 0-3 yeara experience if IS.3%. The 
average aUiition rate for USPTO patent examinera with 3-30 yean experience 
if 3.95%. 
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• Attrition in the early years is substantially lower at the USPTO than at similarly 
situated entities . Tlie attrition rate of examiners with 3 or less years of service, 
though measurably higher titan the rest of the patent corps, appears to be well below 
the attrition rate experienced by similarly situated entities hiring entry level college 
graduates in a year.^ 


Business Week, ''SO Best Places to Launch a Career^ September 18, 2006, 

the counlry's demographics, some accommodation is inevitable. Entry-level hiring is 
expected to surge in 2007 by more titan 17%, the fourth consecutive double-digit mcrease, 
according Co tlie National Association of Colleges & Employers (NACE). And this could be only 
the beginning. By 20 1 0, as the exodus of baby boomers from the workforce accelerates, census 
data suggest, two employees will be leaving for ever>' new hire entering, and neW' coilege grads 
will he a precious commodity, 

reeniiting is employers' f?rsi hurdle, retention is by far the highest. Those employers who 
provided the data reported that more than one-third of their new hires bolted witliiu three years. 
And replacing them isn't cheap. Training costs averaged nearly S 1 0,000 a head, whiclj can aild up 
quickly when you're hiring more than 1 ,000 college grads each year, as more than one 'third of the 
ranked employere do.*** 'fhc main reason young employees are heading for ihe exits, oddly 
enough, is the very thing boomers thrived on: the perpetual work day.***”] 

See also, Business Week, '"Best Places to Launch a Career," .September 13, 2007 [“***Boeing 
Co. (BA) OJo. 14) i.s starting to move in that direction. The aerospace giant has one of the lowest 
retention rates in its industry (59%), and (xw way it hopes to improve upon this is by teaching 
managers how to deliver critiewm— harsh, if necessary — along with praise.***”] 
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• Higher production requirements do not necessarily translate to higher attrition . 

Approximately 70% of all work in FY 2007 was done by examiners with 3 or more 
years of experience, with an average attrition rale of 3.95%. Examiners with three or 
more years of experience tend to have the highest production goafs. Tliis could 
■suggest that other factors, such as work enyironment and the type of work done by 
patent examiners, influences attrition more than production goals. 

Study of Attrition Data 


As noted earlier, the USPTO agrees with the GAO tliat hiring alone is insufficient to 
address the backlog of unexamined applications. In looking further, the GAO 
determined that production goals (the amount of work a patent examiner is required to 
oomplete in a given time period) were undermining retention efforts and leading to very 
high attrition. The GAO recommended that the USFrO undertake a comprehensive 
evaluation of the assumptions used to establish patent examiner production goals and 
revise those assumptions as appropriate. Implicit in the recommendation to review the 
assumptions underlying Ihe production goals, was the GAO’s suggestion that production 
goals be reduced.* 

Because the GAO report pointed to high attrition (suggesting difficult-to-mect production 
goals as the root cause of high attrition), the USPTO determined that it must have 
accurate attrition data. The result of tliis initial look at attrition was the December 4, 
2007, response to the House Committee on Oversight and Government Reform, detailing 
our methodology and findings up to that point. Keeping in mind the purpose of tlie study 
and the context of the GAO’s recommendation, the USPTO believed that a rigorous 
analytic approach required understanding of its attrition data. 

USPTO will obtain an independent review of the assumptions used to establish 
production goals ftom a professional entity w'ith demonstrated extensive working 
knowledge, organizational experience, and analydical expertise assessing practices in 
large scale production environments to perform an assessment of the current production 
goal system and provide recommendations regarding process improvements. 

Office of Personnel Management sent several vendors a Statement of Objectives (SOO) 
in April 2008 requesting a proposal/presentation. Once tlie, presentations have been 
completed, a vendoi' will he selected to perform the assessment. The results of the 
assessment will he .shared broadly, and with the Patent Office Proiessional Organization 
and the Patent Public Advisory Committee and request their feedback. USPTO analysis 
of the results will be provided to the Committee by the end of calendar year 2008. 


As is demonstrated later in this response, collection of more data, together with deeper analysis, 
suggests that lowering production standards is not the answer to examiner retention - because it is not the 
root cause of attrition. Wc have found that increasing Opportunities and tlexibilit}' - in essence, creating a 
nicer work environin.ent, not a les.s rigorous one - are the keys to both increased employee morale and 
higher retention. 
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In addition \o the data and analysis, which will result from this independent study, we 
w’ill include our assessment of lire year-long Goal” pilot (initiated as paii. of early 
feedback fi*om the GAO and following the success of our Trademark Operations in 
implementing a flat-goal system). Preliminary results indicate not only an increase in 
production by 5% , but also, well over 80% of participants reported an improvement in 
morale and satisfaction with the program as a whole. Further, 86 percent of pilot 
participants said they w^orked more efficiently, and 77.7% would recommend the 
program to other examiners. 

8. According to the above-mentioned GAO report, 67% of patent examiners feel 
“^that the [USPTO’s] production goats are among the primary reasons they would 
consider leaving the USPTO.” This statistic held true “regardless of their tenure”. 
The GAO also reported the USPTO management felt that patent examiners 
primarily left the USPTO due to personal reasons. (See attachment 6). And, 
according to Director Dudas’ testimony, exit interview s of employees who had been 
with the USPTO for 3 to 10 years showed that they left because of “supervisor issues 
or management issues,” and that uo interviewees iu this category said that they left 
because of the nature of the work (I.e. production goals). What may account for the 
discrepancy between what USPTO management believes are the reasons patent 
examiners leave the agency and the GAO’s survey results? What percentage of 
people who left the agency after 3 to 10 years actually participated in the exit 
interviews Director Dudas cited? Are there any distinguishing characteristics of 
these people chat would set them apart from those who didn’t participate in the exit 
interviews (i.e. disproportionately high production performance relative to peers)? 

Answer: As noted, USPTO management conducts exit surveys with employees as they 
actually leave employment at the USPTO. Of the 125 patent examiners willt between 3 
and 10 years of service who left tiie USPTO during fiscal 2007, roughly 14% 
participated in the exit survey. Due to tlie need to eiisttre respondent confidentiality, 
individuals who participate in the .survey arc not required to provide their name. 
Therefore, it is impossible to relate exit survey responses with individual employee 
performance data. However, as mentioned before, the highest attrition rates tend to be 
for people with the lowest production goals. This suggests that production goals are not 
the lone influence on attrition rates. 

The GAO Report asked employees who have not left, and are ciUTently workiiig at the 
USPTO the hypothetical question “if they w'ere to leave” wlmt would be their primary 
reason for leaving? While the GAO used its survey inshument to posit why employees 
mi gilt consider leaving, the USP TO conducts actual exit surveys wdth employees as they 
leave service. The USPTO approach is a more reliable and informative business practice 
compared to hypothetical inquiries. 

During FY 2007, 27% of the 587 employees exiting the USPTO completed a voluntary 
exit survey - w^ell above the typical exit survey rate of 1 7.5%. Of those completing foe 
surv'ey, 41 % of employees with less than one year of service cited foe natui'e of the work 
as the primary reason for leaving. Twenty-one percent (21%) of employees with tluee or 
l£»s yeai’s of senice cited the nature of the work as their primary reason for leaving. No 
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employees who left the USPTO after working here for 3-10 years indicated that the 
nature of the work was the primary reason for leaving. 


Reasons for Leaving: All Respondents 

% Citing as 
Reason for 
I.eavirig** 

% Citing as #1 
Reason for 
Leaving 

Nature of Work 



USPTO's Culture/Environment 

37% 

5% 

Work/Life Balance 

34% 

13% 

Personal Circumstances 

33% 

19% 

Management 

29% 

12% 

Career Advancement'Development 


7% 

Career Change 

20% 

8% 

Compensation/Benefits/ . 

19% 

5% 

Retirement 

9% 

7% 


** Because respondents may give more than one reason, percentages 
add up to more than 100% 


Primary Reasons for Leaving bv Tenure; 


o 

< 1 Year = 

Nature of the work 

(41%) 

o 

1-3 Years == 

Personal reasons 

(27%) 

o 

3-10 Years- 

Management 

(23%) 

o 

>10 Years = 

Retirement 

(47%) 


Nature of the Work as a Primary Reason for Leaving the USPTO: 


o <1 Year: Attrition is the highest witliin the first year of employment. 

o 41% of employees that left within the first year indicated the nature of the 
work as their primary reason for leaving. 

o 1-3 Years: 21% cited the nature of the work as their primary reason for 
leaving. 

o No employees (0%) who left the USPTO after working here for 3-10 years 
indicated Ibal the nature of work wa.s tlie primary reason for leaving the 
USPTO. 

o Six percent (6%) of employees with 10+ years of service indicated that the 
nature of the work was the primary reason for leaving the USPTO. 

Employees who have been with the USPTO 3 or more years represent 49% of our staff, 
and complete 70% of the work. However, the “nature of the work” is not their primary' 
reason for leaving service. 
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9. According to the language of the 2006 Science, State, Justice, Commerce 
Appropriations Act, before the USPTO can reprogram appropriated funds, it must 
notify the appropriations committees of both houses of Congress IS days prior to 
any such reprogramming. For purposes of the Act, reprogramming includes 
eliminating a program, project or activity and reorganizing or renaming offices. 

Was the USPTO action that created the Office of Enforcement considered a 
reprogramming? If so, did tile USPTO notify Congress pursuant to its statutory 
obligations? If so, please provide a copy of the notification you sent to Congress. 

Answer: The USPTO action that created the Office of Enforcement was a 
reprogramming, and Congress was notified, A copy of the notification is attached. 

10. According to the Department of Commerce’s Department Administrative 
Order (DAO) 20,'1-1,'i, a reorganization includes “the establishment, consolidation, 
abolishment or other significant change affecting an organizational unit’s status, 
configuration, or mission, or the authority and duties of its management and staff,” 
The DAO goes on to say that a reorganization is generally considered a 
reprogramming that requires both Congressional and Department notification. Is 
the USPTO subject to this and other DAOs issued by the Department of 
Commerce? Assuming the USPTO is subject to this DAO, when the Office of 
Enforcement was created, was the action creating it determined to be a 
reorganization? If so, please provide a copy of the notification you senl to Congi'ess. 

Answer: Pursuant to the American Inventors Protection Act, (Public Law 106-113), the 
USPTO retains the responsibility for decisions regarding the management and 
administration of its operations and exercises independent control of its budget 
allocations and expenditures, personnel decisions and processes, procurements, and other 
administrative and management functions in accordance with applicable law. The 
USPTO has the authority to establish its own administrative orders and i.s not governed 
by DAO 203-13. In accordance with die Department of Commerce Department 
Organization Order (DOO) 10-14, the Under Sccrctaiy- shall exercise the responsibilities 
relating to USPTO operations and functions including developing and issuing agency 
administrative orders, policies, standards and procedures for administrative functions in 
USPTO; the USPTO may otherwise promulgate rules relating to agency management or 
personnel, agency organization, agency procedures or practices, or public property, 
benefits, or contracts without further review. 

Furthermore, Department of Commerce’s DOO For USPTO 30-3, section 2.01 states, 
“The organizational stmeture of USPTO is independently established by the Under 
Sccretaiy' except as provided by statute, including reprogramming requirements in 
appropriations Acts.” 

The USPTO action that created the Office of Enforcement was considered a 
reprogramming and Congress was notified. A copy of the notification is attached. 
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11. In Director Dudas’ testimony before the Subcommittee, he termed the action 
that eliminated the Office of Enforcement a “rcaiignment.” What criteria do you 
apply to classify an action as a “realignment” instead of a reprogramming as 
defined in the appropriations act or a reorganization as defined in DAO 203-13? 

Answer; Evei-y change to the USPTO organizational structure goes through a rigorous 
review process to determine whether the action should be considered a reorganization or 
realignment. In order to complete a change to the organizational structure, the requesting 
program office must provide the Office of the Chief Financial Officer with the following 
material to aid iti the realignment'reorganization determination: a narrative juslificafioti, a 
modified Agency Organizational Order (if necessary), current and proposed organization 
charts, an organizational code crosswalk down to the lowest level, and an employee 
crosswalk. 

The documents are then analyzed and compared to the criteria contained in Congressional 
reprogramming language provisions and USPTO guidance similar to DAO 203-13. To 
be classified as a reorganization in accordance with Congressional reprogramming 
language and our AAO, a reorganization would occur w'hen new programs/commissions 
are created, or when existing programs are substantially augmented; programs, projects 
or activities are deleted; projects or activities have inersased funding that have been 
denied or restricted by Congress; the physical relation of offices or employees has 
significantly changed; or the activity/function performed by Federal employees has been 
contracted out or privatized. 

The changes made in the Office of External Affairs did not trigger any of the above 
criteria. All fiinctions were continued and no programs, projects, or activities were 
deleted nor did the responsibilities, duties, authorities and mission objective.s change. 

12. What other actions has the USPTO taken over the last 7 years that have also 
been or can be described as a “realignment”? Please list these actions and provide a 
detailed description of the nature and justification for each so-called realignment. 

Answer: The USPTO has undertaken a number of realignments over the last few yeans as 
indicated below. 

Office of Corporate Planning 

The Office of Corporate Planning (OCP) has enterprise-wide functional responsibilities 
including: strategic planning, budget formulation and performance management; budget 
execution; and forecasting and analysis of fee collections and PatentTrademark 
workloads. Division directors are responsible for each of the functional areas to provide 
leadership and management, as well as technical skill and knowledge. The duties and 
responsibilities of the three functional areas were realigned into divisions. The first 
division, Budget Formulation and Performance Management, is responsible for the 
USPTO Strategic Plan, budget submisssions, strategic initiative tracking and performance 
reporting, as well as Congressional inquiries. The second division. Budget Execution, is 
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responsible for monitoring and analyzing cnrrent year budgets, external audits and 
approval of Agency reorganizations and realignments. The third division, Forecasting 
and Analysis, is responsible for projections and examinations of Agency fee collections 
and key business workloads. 

The realignment aligns OCP personnel to their division of responsibility, allowing OCP 
to concentrate on the core functions and activities of each division and the office with 
correct leadership and management. It ako provides OCP staff the framework to 
strengthen their skills and provide customers more useful, thorough analysis while 
meeting critical deadlines. Additionally, all functions were continued and no programs, 
projects, or activities were deleted nor did the responsibilities, duties, authorities and 
mission objectives change. 

Office of Finance Management Systems 

This realignment elevated the Financial System Division within the Office of Finance to 
a “direct report” to the CFO and i-enamed it the Office of Financial Management Systems 
(FMS), Financial systems are the accelerators by which the OCFO can leverage to 
achieve significant results and deliver timely, accurate and useful information for 
decision maldng. OCFO systems arc crosscutting in that they provide data and 
information not only to the Office of Finance but for the Office of Procurement, Office of 
Corporate Planning and the USPTO as a whole. The realignment will ensure that our 
systems efforts are delivering value, contributing to results and exceeding the 
expectations of our offices and customers. All fimctioas were continued and no 
programs, projects, or activities were deleted nor did the responsibilities, duties, 
authorities and mission objectives change. 

Trademark Law O ffices 


Realignment to consolidate Trademark Law Office support functions into two separate 
units, under Trademark Examination within the Trademark Organization. An assessment 
of the impact of process changes was amducted to identify potential improvements in 
process and efficiency. Significant changes were made in how work w'as perfonned that 
led to reconnnendations for aligning functional responsibilities to create a greater focus 
on managing work, assessing and reinforcing quality. The duties which were realigned to 
the new organizational units were: 

Examination S up port Workload and Production includes Examination Support Units 
which are responsible for verifying database accuracy regarding all data elements of 
applications for the registration of trademarks, enter amendments and make changes 
to the application record as needed, review and prepare die contents of applications 
for publication or registration in the weekly on-line Trademark Official Gazette. 

Exam i nation Support Quality and Training which assesses the quality of the work 
produced by the Examination Support Units to determine the accuracy of the changes 
made to the application data in the trademark database; ensures adherence to 
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established practice and procedures; provides information to Examination Support on 
the results of its review; malces recommendations for maintaining or improving the 
quality of Examination Support; identifies problem areas and develops training 
materials and conducts training to improve quality. 

Office of Human Resources 


A process improvement team analyzed the Office of Human Resources’ (OHR) 
procedures in addressing pay, benefits, and compensation issues. After a thorough 
review' of OHR procedures, it found that many of the tasks performed within the 
Compensation Branch (Employment Division - Trademark and Corporate), the Woxklife 
and Benefits Branch (Workforce Relations Division) and the Quality Review Branch 
(Employment Division - Patents) were overlapping. The team recommended that 
overlapping and related functions be mMiaged under a single division. This realignment 
to a Compensation and Benefits Division provided for centralized responsibility and 
accountability. Further, it allowed the other divisions to focus on their core business 
goals and objectives and improve the quality of their performauee. All functions were 
continued and no programs, projects, or activities were deleted nor did llie 
responsibilities, duties, authorities and mission objectives change. 

13. On August 15, 2007, Barry Hudson, Chief Financial Officer for the USPTO, 
sent an email to top USPTO officials that stated the realignment of the Office of 
External Affairs “was a result of a five-year management review.” (See attachment 
7). In the USPTO Weekly Update dated September 10, 2007, Lois Boland, Director 
of the Office of Intellectual Property Policy and Enforcement, w as quoted as saying 
that the realignment of the Office of External Affairs occurred “after a live-year 
management review of the programs within [External Affairs).” (See attachment 8). 
Please provide the Subcommittee a copy of this management review. Has the 
USPTO taken any other actions based on this management review? Does it plan to 
take any other actions based on this management review? Please proyide a list of all 
senior USPTO otllcials who participated in this management review? 

Answer: The August 15, 2007, realignment in the Office of External Affairs was the 
result of a five-year management review. The management review wa.s an ongoing 
discus.sion of the effectiveness of the structure and organizatioii of the office since 2002. 
It was not based upon, not did it culminate in a written review or report other than a new 
organizational chart. 

The discussions involved, at varying times, senior employees in the Office of External 
Affairs, External .Affairs management, senior employees in the Office of the Chief 
Administrative Officer, the Chief Administrative Officer, the Chief Financial Officer, the 
Chief Information Officer, the Commissioner of Patents, the Commissioner of 
Trademarks, tiie Office of General Counsel, tire Chief of Staff to the Under Secretary, the 
Deputy Under Secretary and the Under Secretary, 
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14. As evidence of greater quality, Director Dudas mentioned in his testimony that 
in 2000, 70% of aii applications led to a patent while in the first quarter of 2007, 
only 44% of all applications led to a patent. How did the USPTO account in these 
statistics for Request for Continuing Examination (RCE) applications, continuation 
applications and the applications that had to be abandoned in order to file 
continuation applications? 

Answer: 70% and 44% are the fraction of applications lhat were allowed by the 
examiner out of all applications that were either allowed or abandoned daring tlie 
relevant lime. 

The calculation is the same for FY 2000 and for FY 2007. Applications that are 
abandoned include Request for Continuing Examination filings and Continued 
Prosecution Application (CPA, a precursor to current RCE practice) filings. 

The filing of a continuation application is neither an allowance nor an abandonment. 

Applications, which are the patent of a continuation application, count either as 
allowances or as abandonments when prosecution ends, depending on the outcome of the 
prosecution in the parent application. 35 U.S.C. §120 allows applicants to claim priority 
in a child application “filed before the patenting or abandonment of or termination of 
proceedings” in the parent application; it does not require abandonment of the parent 
application. 

15. According to CSPTO organizational charts for the last several years, the 
Administrator of the Office of External Affairs reports directly to the USPTO 
Director and Deputy Director. (See attachment 9). However, as I understand from 
Director Dudas' testimony, the Administrator's position "rests" in the Deputy 
Director's office. Does this mean that the Deputy Director essentially runs the 
Office of External Affairs? If yes, why is there still an Administrator of External 
Affairs position listed in USPTO organizational charts? If so, does running the 
Office of External Affairs interfere with the other duties of the Deputy Director? 

Answer: The Office of External Affairs reports directly to the USPTO’s Under Secretary 
and Deputy Under Secretary. Because of the significance of national and international 
policy and decision making authority, the Deputy Under Secretary appropriately serves 
also as the Administrator for External Aflairs. The Office of External Affairs includes 
two subsidiary offices - the Office of Intellectual Property Policy and Enforcement and 
the Office of Governmental Affairs — both of which are led by SES Directors. Tlio.se 
directors have full responsibility for the substantive dutie.s and day-to-day operations of 
their respective offices. As .such, tliis does not interfere with oilier duties of the Deputy 
Under Secretary. 

16. According to a Time article dated April 2, 2006, and supported by an email 
allegedly from James Toupin dated January 3, 2005, senior USPTO officials met 
with Research in Motion (RIM) CEO Jim Balsillie while a reexamination 
concerning patents owned by NTP and at issue in a lawsuit filed by NTP against 
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RTM, was before the USFTO. (See attachments 10 and 11). Did this meeting take 
place? What was discussed at this meeting? What is the USPTO's policy 
concerning ex parte communications between senior DSPTO officials and parties 
who have an interest in the outcome of proceedings before the Office? In what 
other instances, if any, did senior USPTO officials engage in similar ex parte 
communications with parlies that had an interest in the outcome of a proceeding 
being conducted before the Office? 

Answer: Research in Motion (RIM) requested a meeting to discuss whether the United 
States would participate as amicus curiae in support of a petition for rehearing that RIM 
w'as pursuing in the Court of Appeals for the Federal Circuit. The Department of 
Commerce, led by then-Acting General Counsel Jane Dana, held a meeting on this 
subject. In attendance w'ere Ms. Dana, Joan Maginnis, Assistant General Counsel for 
Finance and Litigation of the Department of Commerce, members of the Appellate staff 
of the Civil Division of tire Department of Justice, and Mr. Toupin and John Wheaian, 
Deputy General Counsel for Intellectual Property and Solicitor, from the USPTO. A 
member of the Commercial Litigation Branch of the Civil Division of the Department of 
Justice also participated by phone. 

The subject of discussion was RIM’s request that the United States support its position in 
the Court of Appeals for the Federal Circuitthatpatent infringement not be found when 
alleged infringement includes acts outside the United States. Citing the USPTO's policy 
of not discussing any aspect of a pending USPTO reexamination, Ms. Dana and all other 
government representatives in attendance rcfiised to discuss or listen to statements, 
questions, or arguments regarding any matter pending in reexamination. The government 
did not make the amicus filing that RIM requested. 

As stated, the USPTO's policy prohibits ex parte communications that directly relate to 
matters pending on reexaminations. This policy does not proliibil contacts with anyone 
with respect to matters that are not at issue in proceedings before the USPTO. Thus, for 
example, the USPTO officials regulariy meet with patentees and members of the patent 
bar, even though those parties may be pursuing matters before the Office. In such 
conversations, consistent with the policy followed during the meeting with RIM 
representatives, its officials do not discuss particular matters pending before the Office. 


17. The FY 2008 USPTO budget ducumeni menlioired that the USPTO was 
exploring the possibility of establishing regional offices that would house patent 
examiners. (See attachment 12). However, no mention of this effort was made in the 
FY 2009 USPTO budget document. Is the USPTO still looking into this possibility? 
Over the last three years, what resources have been dedicated to the planning and 
establishment of USPTO offices outside of Alc.xandria, Virginia? If the USPTO has 
concluded its evaluation of establishing satellite, back-up or other additional 
facilities, what were the agencies conclusions about the location, expense and 
general feasibility associated with establishing and operating such facilities? 
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Answer: In FY 2007, in response to various public conunents, including inquiries from 
the Patent Public Advisory Committee that a more national USPTO presence would be 
helpftil, the USPTO commissioned a feasibility study from Jones, Lang, LaSalle that 
evaluated establishing regional offices for patent examiners. The study made clear that 
the USPTO would have to invest significantly, whether any of a spectram of options 
(from an independent, leased space to renting space in an existing government building) 
were pursued. 

Given that technology now permits flexibilities such as completely independent work-at- 
home options, the USPTO has determined that - as a strategic matter - it is financially 
and strategically prudent to pursue a nationwide workforce approach, rather than build 
offices or lease offices throughout the United Stales. For this reason, we are focusing on 
our Patents Hoteling Program (PHP) and Telework efforts. 

USPTO has had great success with Ihe PHP where examiners work from home and come 
into the office one day per week. The goal for FY 2008 is to add 500 additional 
examiners to the over 1 ,000 patent examineis who began this program in 2006-2007. In 
light of this success, the USPTO is exploring a Nationwide Work Force (N WF) concept, 
to enable patent examiners to live anj'where in the continental United States, and perform 
all job functions and receive requisite training remotely. The USPTO is also working 
wito the General Services Administration and Congress to enable the Agency to exercise 
flexibility in the travel regulations to allow for NWF. 

The USPTO is pleased that H.R. 4106, the Telework Improvements Act of 2007, and S. 
1000, the.Telework Enhancement Act of 2007, were introduced during the 1 lOfh 
Congress. Both the House and Senate versions of telework legislation would ensure 
maximum participation in telework among the Federal workforce without diminishing 
employee perfomiance or agency operations. Altliough some Federal agencies have 
made great strides witli their telew'ork efforts, more can be done to produce even greater 
benefits. 

The USPTO fully supports Section 10 of S. 1000 that would allow GSA to approve travel 
expense test programs for agencies to test new and innovative methods of reimbursing 
travel expenses and giving employees more choices of where to live. Outside of the 
Washington, D.C. metropolitan area, die USPTO has telew'orking employees residing in 
Pennsylvania, New' York, Illinois, North Carolina, South Carolina, Georgia, Colorado, 
Texas, West Virginia, and Delaware. These employees voluntarily requested to live and 
telework outside tlie local commuting area. However, they are required to report to the 
office at least once per w'eek to maintain the official duty station at USPTO headquarters. 

Maintaining Washington, D.C. as the duty station for these teleworkers allows the 
USPTO to avoid placing them on travel status, which w'ould entitle them to 
reimbursement for tlieii- travel expenses and also to travel during official working hours, 
A GSA approved pilot program would allow employees to maintain tlieir homes as their 
official duty stations and only commute w'hen their job requires them to do so. 

USPTO believes that having travel discretion would permit more teleworkers to 
voluntarily locate outside the local area, assist their employees in balancing work and 
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personal needs, help them retain valued employees, and remove barriers to the expansion 
of telework programs. 

The USPTO continues to review options for establishing a business continuity/disaster 
recovery data center in the San Antonio, Texas, area. A Request for Offers is.sued in 
2007 failed to produce an acceptable offer within the allocated budget. Acquisition 
support services have been retained to assist in the ongoing effort. 

18. Please provide information concerning the diversity of the USPTO's workforce. 
Please breakdown this information by GS-level and function within the agency (i.e., 
SES, Schedule C, manager, examiner, support staff, etc.) 

Answ'er: Responsive information is contained in tihe attached charts. Please note that 
these charts provide snapshot statistics only and do not reflect either application rates or 
the qualified labor pool. 

Questions Submitted by Representative Issa 

1. Examination on Reque.st (or, as the USPTO called it. Deferred Examination) is 
used in many countries such as Canada and .lapan. Under such a system, 
applications are not examined automatically, as in the U.S., but only upon a specific 
Request for Examination within a set time period, say 3 years. If no request is filed 
within that period, the application is deemed abandoned and is never examined. 
From experience of other patent offices, 10% to 40% of applications are never 
examined under Examination on Request systems, resulting in substantial workload 
reduction. This is due to applicants' voluntary abandonment of obsolete 
applications prior to the Request for Examination deadline. Under current USPTO 
practice, applications that became obsolete, bnt rec.eive examination by the USPTO, 
are the worst investment that USPTO can make because their obsolescence means 
that the patents are unlikely to fetch any renewal fees. 

2. Why did the USPTO reject such a method that has the potential to reduce its 
workload and increase efficiency? 

Answer: In the USPTO’s original .strategic plan of 2002, (he agency proposed tliree 
distinct programs which collectively would have reduced tire pendency of patent 
applications to IS months: (1) deferred examination, (2) competitive sourcing of searches 
and (3) a 50% increase in fees. When the agency proposed this strategic plan to the 
public, there was strong and unified opposition to deferred examination from bar 
associations and patent user groups. In early discussions, congressional staffers advised 
that no proposal including deferred examination or a fifty percent increase would be 
acceptable. 

Consequently, the agency revised its strategic plan to lower fee increases to IweiiLy 
percent and removed the deferred examination proposal. That bill w^as introduced as 
H.R. 1561 on April 2, 2003. Ultimately, Congress approved the tw'cnty percent increase 
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in fees and allowed a pilot for competitively sourcing searches (Division B of PX, lOS- 
447, December 8, 2004). However, die limitations placed on competitively sourcing 
searches in tire legislation were too restrictive to allow for a meaningful pilot. 

Essentially, the combination of deferred examination, a 50% increase in fees and 
competitive sourcing of searches proposed by the USPTO was judged in the legislative 
process to be too much change to justify reducing pendency to 1 8 months. 

However, with the 20% increase in fees, tiie women and men of the USPTO have done a 
remarkable job avoiding more diamatic increases in pendency. Record level hiring and 
innovative programs increasing examiner flexibility, opportunity and efficiency have led 
to an increase in production of 22% in the last two years alone. 

Further, increasing production is not the single most efficient answer. The essence of 
your question was how to avoid examining applications that should not be examined — in 
other words — liow to reduce demand tliat is unnecessarj'. Reducing unneces.sary demand 
is critical to the efficient running of Ihe patent system. Your question is posed at an 
important time. The patent allowance rate is a simple measure of what percentage of 
applications examined in a given year are allowed as patents. That number has been 
steadily dropping over the last several years — from 72% in FY 2000 to about 44% thus 
far this year. This means that more and more of what is applied for does not lead to a 
patent. 

The USPTO’s experience of proposing deferred examination in 2002 is instructive. The 
Applicant Quality Submission provision in the Committee passed version of S. 1 145 is an 
even better way to ensure that examination resources are not wasted but arc focused on 
inventions. 


Questions Submitted bv Represenlalive Goodlatte 

I. You have had great success in reducing pendency rates in the trademark section 
of the USPTO. Are some of the ideas that brought forth those successes applicable 
on the patent side as well? 

Answer; Yes, in reviewing our operations and procedures to optimize examination 
quality and timeliness, we make evaluations of best practices that may be transferable 
from one business group to the other. The USPTO is piloting a voluntary flat goal 
program for patent examiners tliat builds upon the successful system in Trademarks and 
moves production away from an hourly-based system. Highlights of the program include 
awards of up to .$5,000 per quarter; flexibibty in how work is done; and a predetermined 
amount of work based on grade and docket Under the year-long pilot (April 2007 - 
April 2008), examiners may earn larger, quarterly bonuses for every application 
examined above a particular target goal. Early indications are that participants prefer the 
per-application bonus as opposed to the present productivity award stracture and enjoy 
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the flexibility of choosing when and how' to do their w'ork. The USPTO will evaluate the 
results of the pilot and incorporate that iaformation into future planning. 


2, The PTO has been a leader in the rollout of telecommuting opportunities for 
employees, and it is my understanding that those who choose to work at home are 
generally even more productive than those who choose to work at the PTO’s 
headquarters. However, I have heard that additional tools may be needed to allow 
the e.vpansion of the tele-work program to other areas of the country. What 
additional tools do you need to fnrther unleash the benefits of the tele-work 
program? How can Congress help? 

Answer: The USPTO has spent over 10 years perfecting its telework program, which is 
among the most innovative and progressive programs in the entire Federal Government. 

A successful telework program can resnlt in greater employee productivity, higher levels 
of sustained performance, reduced traffic congestion and air pollution, and reduced real 
estate costs. In addition, telework provides options for individuals with disabilities, 
assists agencies witli their recmitraeiit and retention efforts, helps to reduce fuel 
expenses, and provides agencies with continuity of operations in the event of a future 
threat or disaster. 

The USPTO wants to optimize employee flexibility and production, and increase job 
satisfaction. 'WTiile our electronic tools are currently sufficient to support our examining 
and processing operations, we are always looking for ways to maximize our flexibilities. 
Unfortunately, cuvrenf administrative rule,s and regulations have not kept pace with the 
expanding needs of a milleauial workforce. 

Accordingly, the USPTO is pleased that H.R. 4106, the Telework Improvements .Act of 
2007, and S. 1000, the Telework Enhancement Act of 2007, were introduced during the 
1 10* Congress. Both the House and Senate versions of telework legislation would 
ensure maximum participation in telework among the Federal w'orkforce without 
diminishing employee perfonnance or agency operations. 

The USPTO fully supports Section 10 of S. 1 000 that W'ould allow GSA to approve travel 
expense test programs for agencies to test new and innovative methods of reimbursing 
travel expenses and giving employees more choices of W'here to live. Outside of the 
Washington, D.C, metropolitan area, the USPTO has teleworking employees residing in 
Pennsylvania, New' York, Illinois, North Carolina, South Carolina, Georgia, Colorado, 
Texas, West Virginia, and Delaware. These employees voluntarily requested to live and 
telework outside the local commuting area. However, they are required to report to the 
office at least once per w'eek to maintain the official duty station at USPTO headquarters. 

Maintaining Washington, D.C. as die duty station for these teleworkers allows the 
USPTO to avoid placing dieni on travel status, which would entitle them to 
reimbursement for their travel expenses and also to travel during official working hours. 
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A GSA approved pilot program would allow employees to maintain their homes as their 
official duty stations and only commute when their job requires them to do so. 

The USPTO believes that having travel discretion w'ould permit more teleworkers to 
voluntarily locate outside tlie local area, assist their employees in balancing work and 
personal needs, help them retain valued employees, and remove barriers to the expansion 
of telework programs. Therefore, the USPTO would fully support the House agreeing to 
Section 1 0 of S. 1000 in any future telework discussions or legislative conferences. 

3. Have you seen the same kind of attrition rates among trademark examiners 
participating in the tele-work program that you have seen with patent examiners, 
and do you believe that the furtlier rollout of tele-work opportunities across tlie 
PTO will help reduce patent examiner attrition? 

Answ^er: Attrition among Trademark Examining Attorneys participating in the 
teleworlc/hoteling program has been low since the inception of the program. For 
example, thus far in F Y2008, the resignation rate has been 2% and the attrition rate, 
including resignations and promotions to other positions, has been 3%. Surveys have 
indicated tliat the Trademark teleworkTioteling program has contributed to job 
satisfaction and employee morale. We expect that the Patent lelework/hoteling program 
will also have a positive effect on attrition rales for Patent examiners. 

4* A while back, 1 was told that the error rate for trademark design searches was 
over 50%. Is that still the case? What is the error rate today? What has been done 
to increase the accuracy of design code searches that do not involve words? 

Answer: Beginning several years ago, in response to concerns about design code quality, 
the USPTO engaged in a number of efforts to improve tlie quality of design coding under 
the Vienna Classification system in the electronic database. We are unaware of any 
reliable data that would substantiate a 50% error rate. Within the Trademajk Services 
Division, tlie work of all conUucted specially trained design coders has been subject to 
100% quality' ^evie\^^ The USPTO has created new design search codes to allow for 
greater specificity and accuracy in identifying and coding designs and has updated all 
active applications and registrations affected by the new- codes. In addition, the USPTO 
now' seeks input from applicants and registrants by informing applicants of the codes 
applied to their design marks and by offering applicants and registrants the opportunity to 
submit corrections or additions to the coding through electronic mailboxes specifically 
designated for this purpose. 

Internal review of the quality of design search coding indicates that the efforts to improve 
quality succeeded. A study done in 2006 indicated that 4.5% of the records reviewed 
contained errors relating to significant elements of a mark that would impact search 
ability. 

Currently a new quality enhancement procedure is under development. Under the new' 
procedure, upon acceptance of a registrant’s section 8 affidavit, the registration will be 
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reviewed by die design coders to ensure that the correct codes have been assigned to the 
registration. The USPTO will then notiij' the registrant of any changes and will provide 
information about how to request additions or corrections to these codes. We anticipate 
a further improvement in design code quality as a result of this effort. 

END 
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UNITED States Patost and TRAUEMAim: office 


UtfDER Secrttarv OF Commerce for iKTELtEcruAi, Property and 
Director ofthe UyjrreD States Patent and Trademark Office 


0£C "4 mi 


The Honorable Tom Davis 
Ranking Member, Committee on Oversight 
and Government Reform 
House of Representatives 
Washington, D.C. 20515 

Dear Representative Davis: 

In accordance with 3 1 U.S.C. 720, the Department of Commerce, through the United States 
Patent and Trademark Office (USPTO), provides this action plan in response to the 
Govenunent Accountability Office (GAO) report Hiring Efforts Are Not Sufficient to Reduce 
the Patent Application Backlog. The GAO recommends that the USPTO undertake a 
comprehensive evaluation of the assumptions used to establish production goals. 

GAP’S Principal Findings 

The GAO report draws attention to issues that are of paramount importance to the USPTO. In 
particular, the report highlights the fact that the probietos associated with the long time to 
decision in patent applications cannot be solved by hiring alone. It also recognizes, as does 
the USPTO, that attrition of patent examiners can impair the effectiveness of the USPTO’s 
hiring efforts. 

USPTO Initial Response - “Flat Goal Pilot Program ” 

As noted above, the GAO recommenik that the USPTO undertake a comprehensive 
evaluation of the assumptions used to establish production goals (for examination of patent 
applications. Even before the GAO published its report, the USPTO appreciated the questions 
and concerns raised by GAO staff during their review process. In direct response to points 
raised by GAO staff during their study period - which are also reflected in the GAO’s final 
report- in April 2007 the USPTO initiated a “Flat Goal Pilot Program.” The Flat Goal Pilot 
Program tests a new concept in how production is measured. Under the year-long pilot 
(April 2007-April 2008), examiners may earn larger, quarterly bonuses for every application 
examined above a particular target goal. Early indications are that participants prefer 
quarterly, as opposed to aimUal, bonuses. They also appear to prefer the per-application 
bonus as opposed to the present productivity award structure and enjoy the flexibility of 
choosing when and how to do their work. 

After April 2008, when the USPTO has sufficient data from this year-long pilot, a full 
evaluation will be possible. The USPTO will then determine bow the results relate to the 
underlying assumptions that form the basis of the pilot and incorporate that information into 
future planning. 


P.O. Box 1450, Alexandria, Virninla 2231^1450 -wv.'w.uspto.gov 
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Additional USPTO Action/Response 

A somewhat more detailed examination of examiner attrition levels, which the brief GAO 
analj'sis did not undertake, yields a somewhat different diagnosis of the lattra- issue. In noting 
this, we emphasize our complete agreement w'ith GAO that a strategy of hiring alone is not 
sufficient to reduce the patent application backlog. T o reduce the backlog, we must continue 
to promote appropriate ways to increasing the efficiency and productivity of examination. 

We also agree that patent examiner attrition is an important matter deserving further analysis 
and attention. Patent examiners are critical to our system of protecting intellectual property 
and driving innovation in the United States. The USPTO has achieved notable successes in 
examiner retention efforts and faces challenges that the GAO study did not address. We will 
address some of these successes and challenges below. 

Facts About Patent Examiner Attrition 

The USPTO has kept attrition .statistics for sevaral decades and hi^ly detailed statistics for 
the past ten fiscal years (since FY 1 998). The following are five facts that have proven 
instructive to us in addressing attrition. 

(1) Attrition is lower at the USPTO than throughout the Federal workforce. The 
USPTO’s attrition rate is lower than the average attrition rate for Federal workers 
(8.5% vs. 11.2%).' 

(2) Beyond the first three years of service, the USPTO has nominal attrition. The 
average attrition rate for USPTO patent examiners with 0-3 years experience is 1 5.5%. 
The average attrition rate for USPTO patent examiners with 3-30 years experience 

is 3.95%. 

(3) Attrition in the early years is substantially lower at the USPTO than at similarly 
situated entities. The attrition rate of examiners with 0-3 years experience, though 
measurably higher than the rest of the patent corps, appears to be well below the 
attrition rate experienced by similarly situated entities hiring more than 1 ,000 
engineers in a year.^ 


See http://data.bls.gov / cei-bm/dsrv 

Business Week, *‘50 Best Places to Launch a Career," September 18, 2006. 

the country’s demographics, some accommodation is inevitable. Entry-level hiring is 
expected to surge in 2007 by more than 17%, the fourtli consecutive double-digit increase, accordir^ to 
the National Association of Colleges & Employees (NACE). And this could be only the beginEiing. By 
2010, as the exodus of b^y boomers from the workforce accelerates, census data .suggest, two 
employees will be leaving for every new' hire entering, and new college grads will be a precious 
commodity.*** 

***If recruiting is employers’ fir.st hurdle, retention is by far the highest. Those employers who 
provided the data reported that more than one-third of their new hires bolted witliin three years. And 
replacing them isn't cheap. Training costs averaged nearly $ 10,000 a head, which can add up quickly 
when you're hiring more than 1 ,000 college grads each year, as more than one-third of the ranked 
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(4) Higher production requirements do not translate to higher attrition. Examiners 
with the highest production requirements have the lowest attrition rates, and the 
examiners with the lowest production requirements have the hipest attrition rates. In 
fact, 70 percent of all work in FY 2007 was done by examiners with 3 or more years 
of experience who exceeded their production goals by an average of 8 percent and had 
an average attrition rate of 3.95 percent. 

(5) Nearly all examiners exceed production requirements. An important majority 
exceed it substantially. More than 60% of all patent examiners exceeded tkeir 
production requirements by at least ten percent in FY 2006. 

These facts direct us to focus our attrition analysis on the areas where it is most problematic 
and to look for solutions that provide all examiners more opportunity and flexibility. 

The Patent Examination Landscape 

We agree with the GAO’s title conclusion that hiring is not sufficient to reduce die patent 
application backlog. In fact, the USPTO has for years reported to other policymakers and key 
con.sfituencies that hiring is necessary but not sufficient as a strategy to address the backlog. 
With record-breaking numbers of applications every yew and the USPTO already hiring the 
equivalent of whole-number percentages of American engineering graduates, hiring alone is a 
poor long-term policy, Tire right solution includes a synergistic combination of hiring and 
increased efficiency in the sj'stera, possibly by leveraging work already being done by patMit 
applicants, the public and other patent offices throu^ont tlie world. The USPTO has 
implemented several pilot and permanent programs, proposed rules and promoted statutory 
changes to effect these goals of increasing quality, reducing redundancy and increasing 
efficiency in the Systran. 

The USPTO also believes sincerely in the knowledge, skills, abilities, integrity and work efiiic 
of its employees. Any solution to address improving the patent system, particularly 
addressing the patent application backlog, must begin and end with an evaluation of its effect 
on patent examiners. This is another area where the USPTO has been paificularly focused in 
the last severai years. The USPTO’s approach has been to increase opportunity and flexibility 
for examiners rather than to lower standards. The results of giving examiners more 
opportunities and increased flexibilities speak tor thanselves - higher morale and satisfaction, 
and higher productivity and efficiency. 

For example, in the last two years, 1 ,000 patent examiners have started working almost full- 
time fiom home. According to a recent suix'ey of these employees, 83% said their morale 


employers do.*** The main reason young employees are heading for the exits, oddly enough, is the 
very thing boomers thrived on: the perpetual work day,***”] 

See also^ Business Week, ‘'Best Places to Launch a Career," September 13, 2007 [“***Boejng Co, 

(BA) (No. 14) is starting to move in that direction. The aerospace giant has one of the lowest retention rates in its 
industry (59%), and one way it hopes to improve upon this is by teaching managers how to deliver criticivsm — 
harsh, ifnecesvSary — along with praise.***"] 
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improved. Independent analysis demonstrates that — for these same 1,000 patent examiners, 
productivity increased by approximately 10%. Other examples of increasing morale and 
efficiency by increasing opportunity mid flexibility are reviewed below. 

Additiona l GAO Findings 

Together with the GAO, we fully appreciate that the work of patent examination - and 
particularly the patent production requirements - is a mianced, multi-faceted undertaking, not 
susceptible to easy “quick fixes." We must find a way forward tliat aligns perceptions with 
realities and results in an even higher morale, higher perfonning organization. 

The GAO report indicates that many patent examiners work unpaid ovCTtime to meet 
production goals, that many examiners leave because of tliose hi^ production goals, and that 
the USPTO’s hiring rate will not reduce the patent application backlog. The GAO report 
further suggests that by lowering production goals, fewer examiners would leave the USPTO, 
giving the USPTO more employees to combat the patent applic^on backlog. We believe a 
thorough analysis of the data does not support each of those propositions. In fact, the data 
shows that lowering standards will increase the backlog. The data also suggests that the 
solution lies in finding the right combination of increased opportunities and flexibilities for 
examiners. While we Mly agree with the conclusion to further study production goals, we 
came to that conclusion for different reasons than the GAO - and provide the following 
information in support of our conclusion. 

USFTO’s Attrition Analysis 

The USPTO has been analyzing and addressing patent-examiner attrition with several 
imiovative teclmiques since it began increasing hiring in FY2005. First, we have “ by carefijl 
data c^ture - identified an attrition trend line. 

Attrition is greatest in the first 12 months from the date of hire. Since 1998, first-year attrition 
has fluctuated from a high of 28.3% in FY 2000 to a low of 15.1% in FY 2003, In FY 2007, 
first-year attrition for patent examiners was about 1 5.6%. That is nearly five points, or 
twenty-tw'o percent, less than the average first-year attrition rate of about 20%. 

Second-year attrition again varies, with an average attrition rate over the past nine fiscal years 
of around 13.5%. Third-year attrition over the same period averages around 9,7%. After the 
third year, attrition rates decline, hovering around 3.95% for examiners who have been at file 
USPTO for 3 - 30+ years. 


What Does This Information Mean? 

Perhaps surprisingly, first-throu^-third year patent examiner attrition at the USPTO is much 
lower than private-sector attrition in relevant sections such as engineering, computers, and 
general technology.^ To provide some perspective, for the most recent fiscal year (FY2007), 
overall examiner attrition was 8.5%, This attrition rate compares favorably to overall Federal 


See http://d ata. bi5. gov/cBi-bi ni'dsry 
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employee attrition which, in calendar year 2006, was 1 1.2%.'' Turnover in the private sector, 
particularly for engineers and computer scientists (technical areas of hiring focus for the 
USPTO), can be even higher, tracked by the Bureau of Labor Statistics at 45.5% percent for 
calendar year 2006, and reflecting the tendency of engineers md computer scientists to 
change jobs frequently. 

While our historic 20% attrition rate for first-year employees is significantly less than that 
seen in the relevant prh'ate sector, the USPTO does not have the same tools available to tire 
private sector which permit spreading costs of attrition over other business lines. In other 
words, we refuse to view higher attrition as “cost of doing business.” Further, we have been 
chosen by Business Week magazine as one of the best places in America to launch a career, 
and we aim to be an employer of choice who really looks at employees as family members 
with whom we want a long-term relationship. Camaraderie is a morale factor that should not 
be ignored, and turnover does not contribute to camaraderie. 

Our newest examiners represent the. future, and a long career of service to America. We want 
to retain them. Similarly, our most senior examiners represent decades of experience, and 
handle the most complex patent applications witli facility. While we do not wish to keep 
them from a well-deserved retirement, every year we can encourage fliem to stay with the 
USPTO is an extra year that the public benefits from their expertise. For these reasons - 
higher than desired front-end attrition and general retirement attrition - we must continue to 
focus our retention efforts on the newest and the most senior examiners. 

What We are Doine: 

We are concerned with attrition and oui- efforts reflect that concern. The USPTO has 
remained committed to a strong work life quality program, including: 

• Flexible work schedules (available to all USPTO employees); 

• Expansive teleworking programs; 

• Reimbursement for advanced technical education and law school; 

• Recruitment bonuses (primarily available to patent examiners);* 

• Retention bomrses (primarily available for patent examiners); 

• Special pay increase of 1 0% for all patent examiners; 

• Part-time employment available to all employees; 


^ Bureau of Labor Statistics (BLS) statistic for calendar year 2006, identifying the total percentage of 

Federal employees leaving the workforce for reasons otiier than retirement or performance - in other words, 
employees who quit 

® To receive a recruitment bonus, the examiner must make a four-year commitment to stay with the 

USPTO- The four-year commitment is based on our attrition analysis which, as mentioned earlier, demonstrates 
a strong historical trend toward greatly reduced attrition after three years with the USPTO. llie recruitment 
bonus is paid in four installments ~ 25% up front, and progressive payouts every six months. To maintain 
eligibility, examiners must maintain at least “Fully Successful” performance. If they choose to leave before 
fulfilling their time commitment, they must return a prorated portion {e.g., if they leave after six months of 
service, dxey would owe 50% of their upfront incentive) of the recruitment bonus. 
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• “Flat Goal” piiot;^ 

• Lap top computers available for work away from the office; 

• Increased productivity award programs for patent examiners; 

• Increased training opportunities tailored to examiners’ needs; 

• Focused training for new examiners; and 

• Movement toward a nationwide workforce. 

Althou^ our patent-examiner recruitment bonus program is only 16 months old (started July 
2006), we are already seeing positive results. Among examiners who received recruitment 
bonuses, the first- year attrition rate was 10 %, which compares favorably to the more general 
first-year attrition rate of 15 % for examiners hired during this same period who did not 
receive the bonus. Both are well below the 10-year average of 20%. Of course, one year’s 
worth of data is not sufficient to indicate a trend, so we are continuing to assess the impact of 
recruitment bonuses - and t’ne other above-mentioned incentive - on retention. But the early 
favorable results ^ve us hope that recruitment bonuses will be a sufficient incentive to 
encourage patent examiners to stay with the USPTO at least three years - until a time when, 
given historical attrition trends, attrition drops dramatically, employees become more 
comfortable and stay with the USPTO for much longer periods. 

Previous Recormnendations Have Proven Valuable 
We are targeting recruitment bonuses for maximum impact on attrition. In addition to 
targeting recruitment bonuses for new hires in hard-to-hll examiner positions, we also are 
relying on exit interviews for insight as to why people are attracted to the USPTO and why 
they leave, 'fhe USPTO has a formal exit interview process in place to collect quantitative as 
well as ^alitative data on reasons for leaving the Agency. We have discovered that a variety 
of reasons exist for leaving the USPTO, ranging from having pursued two job offers before 
joining USPTO and leaving shortly tiiereafter to take the initial, higher-paying or more 
geographically desirable job, to a simple incompatibility with the task of examining patent 
applications. 

The USPTO has also worked with the Office of Personnel Management (OPM) to establish 
compatibility criteria and survey applicants before they are hired, to better identify candidates 
suited for the job of patent examination. Currently, every potential patent examiner who 

receives a job offer takes our compatibility assessment. Our plan is to make that 
compatibility survey tool available to all interested parties, which might help potential 
applicants self-select so only those who believe the USPTO is the place for them take the next 
step and submit an application. 


® Instituted on April 1 , 2007, this one-year pilot is intended to test a new conceptual approach to 

production. A variation is already successfidly in place in the Tradenrark Operations, for GS-13 and 14 
examining attorneys. The Patent flat-goal pilot is voluntary and currently includes p^icipants. In contrast to 
the current yearly production goals, with yearly award payouts, under the flat-goal prlot, goals are set quarterly, 
with quarterly award payouts. 

We are reporting the flat goal (when the pilot is evaluated) under Final Inspection Report No. IPE- 1 5722. 
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Imcact of the Production S\^tem on Attrition 
Because attrition is highest in the first three years after hiring, and quite low thereafter, we 
need to review carefully the premise that a production-based system of examination is - in 
itself- responsible for overall attrition. 

We appreciate that examiner reports of working excessive overtime suggested to GAO that 
patent exaihiners’ production goals are too high. We have too much collective experience to 
dispute the fact that some employees feel that expectations are too high, and that any giwn 
work period is too short a time in which to complete a task. We arCj however, struck by the 
fact in Fiscal Year 2006, the most recent year for which we have complete data, more than 
60% of patent examiners received a performance award for exceeding 1 10% of their 
production goal. Further, over two thirds of junior patent examiners (examiners at the GS-7 - 
GS-1 1 levels) received a timely promotion based on demonstrated performance that included 
produt^on in excess of 107%. In other words, a majority of patent examiners are not 
struggling to maintain “fully successful” levels of performance. They are over-achieving, if 
you will, choosing to do more than is required of them - and, appropriately, receiving bonus 
money for their efforts. 

There is other data suggesting that production goals are at proper levels. For example, a 
September 2004 Office of the Inspector General (IG) report indicated that the seven 
technology centers they reviewed surpassed the 100-percent production level for the five-year, 
assessment period. In other words, on average the employees in those technology centers 
spent less time than their expectancy production goals to process applications. 

It is clear that some patent examiners leave tire USPTO because of tlieif dissatisfaction with 
production goals. This does not mean production goals are too hi^ for most examiners, for 
the USPTO, or for patent applicants who depend upon timely review of their applications. 

This is particularly true for examiners who have been ^ the USPTO for more than three years, 
where 70% of production occurs and attrition averages less than four percent. 

Examining patent applications is rigorous work. The USPTO is a performance-based agency, 
which is not attractive to everyone. The attrition data and performance award statistics we 
have gathered do not compel the conclusion of a nexus between attrition and production 
requirements. Better initial training, having the right working environment, accessibility to 
senior employees who can provide guidance, and more community activities are tliemes for 
improvement that we have heard from employees in exit interviews, at town hall meetings, 
and at brown-bag lunches. Most patent examiners appreciate that applicants need a timely 
assessment of their applications - and many patent examiners are willing to work above and 
beyond minimum requirements to ensure that applicants are served well. At the USPTO, we 
are very proud of the patent examiners and, indeed, all of our employees. 

Next Steps 

We agree with GAO’s conclusion that hiring alone will not solve the backlog of unexamined 
patent applications. We also agree that the assumptions underlying patent-examiner 
production goals merit reevaluation, paiticularly in light of various quality initiatives. The 



279 


8 

USPTO will consider all of these factors as we continue to work with GAO in evaluating the 
underlying assumptions used to establish examiner production goals. 

As we hope the information provided above makes clear, we are analyzing our attrition data 
oarefally to determine if there is a nexus between attrition and the production system. If 
attrition proves to be unrelated to the production environment, we may find that initiatives 
designed to reduce redundancy, leverage existing work, and make applications more focused 
are the most raemingful ways to reduce the patent application backlog. 

The USPTO’s plan is to evaluate the full impact on examiner retention of the many work-life 
initiatives in progress. If our work-life efforts continue to lower attrition as they have in just 
one year, we believe we will have identified the right mix of production standards that 
improve our sei^dce to the public and offer employees more opportunity and satisfaction. 

The USPTO will initiate the following actions as first step.s in addressing the recommendation 
in the final report: 

• Partner with the GAO to gain comprehensive, valid, and meaninglul attrition data 
from the private sector; 

• Provide GAO with regular updates on attrition/retention results and analysis; 

• Pilot additional altemative(s) that axe seen as having potential benefits; and 

• Provide GAO with data from/analysis of the data from the “Flat Goal Pilot Program.” 

On behalf of the USPTO, I wish to express my thanks for the GAO’s thorough review of this 
important issue. 


Sincerely, 




gON W.pUDAS 

ecretary and Director 
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United States 
Patent AND 
Trademark Oeeice 


Under Secretary of Commerce For Intellectual Property and 
[Erector of the United States Patent and Trademark Office 
Washington, DC 20231 
www.uspfo. 90 v 

SEP 2 3 2002 


The Honorable Ernest F. Rollings , . 
Chairman, Subcommittee on Commerce, Justice, 
State and the Judiciary 
Committee on Appropriations 
United States Senate 
Washington, DC 20510 


Dear Mr. Chaiiman: ' 


As you may know, my staff at the United States Patent and Trademark Office (USPTO) 
have briefed your Subcommittee staff regarding our recently released Century 
Strategic Plan. I am now writing to provide notification, consistent with Section 
605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related 
Agencies Appropriations Act, regarding tiie reprogramming for a number of internal 
reorganizations that the USPTO plans to undertake in support of the strategic plan. 
These organizational changes, which are part of transforming the USPTO into a more 
responsive intellectual property organization, will improve: (1) training and quality; 

(2) domestic and international intellectual property policy; and (3) information 
technology management. 


As part of this proposed reprogramming, the USPTO is making every effort to comply 
wi& Section 605’s required notification to Congress. The enclosed document describes 
the organizational changes in greater detail. Please contact me at (703) 305-8600 if you 
have any concerns or questions. 

Thank you for your consideration. 


Sincerely, 



Enclosure 
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United States 
Patent AND 
Trademark Office 


Under Secretary of Commerce For Intellectual Property and 
Director of the United States Patent and Trademark Office 
Washington, DC 20231 
www.uspto.gov 


SEP 2 3 2002 


The Honorable Judd Gregg 
Ranking Minority Member 
Subcommittee on Commerce, Justice, 

State and the Judiciary 
Committee on Appropriations 
United States Senate 
Washington, DC 20510 

Dear Senator Gregg: 

As you may know, my staff at the United States Patent and Trademark Office (USPTO) 
have briefed your Subcommittee staff regarding our recently released 2/" Century 
Strategic Plan. I am now writing to provide notification, consistent with Section 
605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related 
Agencies Appropriations Act, regarding the reprogramming for a number of internal 
reorganizations that the USPTO plans to undertake in support of the strategic plan. 
These organizational changes, which are part of transforming the USPTO into a more 
responsive intellectual property organization, will inq)rove; (1) training and quality; 

(2) domestic and international intellectual property policy; and (3) information 
technology management. 

As part of ttiis proposed reprogramming, the USPTO is making every effort to comply 
with Section 605’s required notification to Congress. The enclosed document describes 
the organizational changes in greater detail. Please contact me at (703) 305-8600 if you 
have any concerns or questions. 

Thank you for your consideration. 



Enclosure 
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United States 
Patent AND 
Trademark Office 


Under Secretary of Commerce For Intellectual Property and 
Director of the United States Patent and Trademark Office 
Washington. DC 20231 
www.uspto.gov 


SEP 2 3 2002 


The Honorable Frank R. Wolf 
Chairman, Subcommittee on Commerce, Justice, 
State, the Judiciary and Related Agencies 
Committee on Appropriations 
House of Representatives 
Washington, DC 20515 



As you may know, my staff at the United States Patent and Trademark Office (USPTO) 
have briefed your Subcommittee staff regarding our recently released 2/” Century 
Strategic Plan. I am now writing to provide notification, consistent with Section 
605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related 
Agencies Appropriations Act, regarding the reprogramming for a number of internal 
reorganizations that the USPTO plans to undertake in support of the strategic plan. 
These organizational changes, which are part of transforming the USPTO into a more 
responsive intellectual property organization, will improve: (1) training and quality; 

(2) domestic and international intellectual property policy; and (3) information 
technology management. 

As part of this proposed reprogramming, the USPTO is making every effort to comply 
with Section 605’s required notification to Congress. The enclosed document describes 
the organizational changes in grater detail. Please contact me at (703) 305-8600 if you 
have any concerns or questions. 

Thank you for your consideration. 


Sincerely, 



Enclosure 
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United States 
Patent AND 
Tradeatark Office 


Under Secretary of Commerce For Intellectual Property and 
Director of the United States Patent and Trademark Office 
Washington, DC 20231 
www.uspto.gov 

SEP 2 3 2002 


The Honorable Jose R. Serrano 
Ranking Minority Member 
Subcommittee on Commerce, Justice, State, 
the Judiciary and Related Agencies 
Committee on Appropriations 
House of Representatives 
Washington, DC 20515 

Dear Representative Serrano: 

As you may know, my staff at the United States Patent and Trademark Office (USPTO) 
have briefed your Subcommittee stafif regarding our recently released 2/" Century 
Strategic Plan. I am now writing to provide notification, consistent with Section 
605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related 
Agencies Appropriations Act, regarding the reprogramming for a number of internal 
reorganizations iat the USPTO plans to undertake in support of the strategic plan. 
These organizational changes, which are part of transforming the USPTO into a more 
responsive intellectual property organization, will improve; (1) training and quality; 

(2) domestic and international intellectual property policy; and (3) information 
technology management. 

As part of this proposed reprogramming, the USPTO is making every effort to comply 
with Section 605’s required notification to Congress. The enclosed document describes 
the organizational changes in greater detail Please contact me at (703) 305-8600 if you 
have any concerns or questions. 

Thank you for your consideration. 



Enclosure 
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Rose, Norma 


From; Katopis, Chris 

Sent: Monday, September 23, 2002 2:49 PM 

To; Rose, Norma 

Subject: The Addresses and Titles 


The Honorable Ernest F. Hollings 

Chairman, Subcommittee on Commerce, Justice, State, and the Judidary 
Committee on Appropriations 
United States Senate 
Washington, DC 20510 

Dear Mr. Chairman: 


The Honorable Judd Gregg 
Ranking Minority Member 

Chairman, Subcommittee on Commerce, Justice, Stale, and the Judidary 
Committee on Appropriations 
United States Senate 
Washington. DC 20510 

Dear Senator Gregg: 


The Honorable Frank Wolf 

Chairman. Subcommittee on Commerce, Justice, State, and the Judidary and Related Agencies 
Committee on Appropriations 
U. S. House of Representatives 
Washington, DC 20515 

Dear Mr. Chairman: 


The Honorable Jose' R. Serrano 
Ranking Minority Member 

Subcommittee on Commerce, Justice, State, and the Judiciary and Related Agencies 
Committee on Appropriations 
U. S. House of Representatives 
Washington, DC 20615 


Dear Ranking Member Serrano: 
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U.S. Patent and Trademark Office 
Proposed Organizational Changes 


Quality Assurance and Training 

In order to enhance quality, move training to the front lines, and more closely align training 
needs to improved quality, we will reorganize a number of quality programs currently spread 
throughout the USPTO. Specifically, we will transfer organizations in the Office of Quality 
Management and Training (OQMT) into the respective Patent and Trademark organizations. 

The proposed reorganization will implement an in^)K)ved quality assurance program. For 
Patents, the revised quality assurance program will be located in each technology center (TC). 
For Trademarks, the revised quality assurance program will be centralized into a single 
organization. By taking these actions, the USPTO will be able to expand the quality review of 
work products and improve the connection between the quality review data collection and the 
subsequent training needed to improve examination development. 

With regard to training, we will transfer training resources in OQMT to the core program 
organizations. Resources currently devoted to patent and trademark work will be realigned to 
the respective Patent and Trademark organizations. This will allow the business units to 
determine the training requirements needed to maintain and enhance the quality of their products. 
Agency-wide training will be transferred to the Office of the Chief Financial Officer and Chief 
Administrative Officer (CFO/CAO). 

The above-described changes will result in the elimination of the current Office of Quality and 
Management (OQMT). Additional staff in the OQMT organization not specifically devoted to 
quality or training will be transferred to the Office of the CFO/CAO where they will continue to 
perform specialized management studies and analyses, including periodic customer and 
employee surveys and data analysis. 

Specific changes include the following: 


FTP Transfer 

Funding 

From 

lo 

For 

6 

$ 706,000 

OQMT 

Trademarks 

Quality Review 

24 

$ 4,482,000 

OQMT 

Patents 

Quality Review 

4 

$ 697,000 

OQMT 

Trademarks 

Examiner Training 

9 

$ 5,184,000 

OQMT 

Patents 

Examiner Training 

9 

$ 4,665,000 

OQMT 

CFO/CAO 

PTO-wide Training 

11 

$ 1,604,000 

OQMT 

CFO/CAO 

Mgmt Analysis 

2 

$ 243,000 

OQMT 

Patente 

Tech Center Mgmt 

1 

$ 117,000 

OQMT 

Trademarks 

Admin Staff 


% 1.719.000 

OQMT 

All 

General Training 

66 

$19,439,000 
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Congressional Relations. International Relations, and Enforcement 

The current Office of Legislative and International Affeirs (OLIA) is responsible for a wide 
range of issues pertaining to domestic and international intellectual property law, policy, and 
enforcement. To enable the USPTO to better address the increased demands of international 
negotiations, legislative changes, enforcement, and Congressional interest in a broad range of 
intellectual property issues, OLIA resources will be divided into three components: 
Congressional Relations, International Relations, and Enforcement. The new Congressional 
Relations and International Relations components will give the USPTO a more effective 
interface with Congress and our international partners on a wide range of matters related to 
intellectual property. The Enforcement component will focus on the USPTO’s effort to protect 
American intellectual property interests worldwide. We will reassign two existing SES 
employees and abolish their current positions and advertise the third position using an existing 
SES position. The three offices will rq)ort to the Deputy Under Secretary of Commerce for 
Intellectual Property and Deputy Director of the USPTO acting in the capacity of Administrator 
for External Affairs. 


Information Technology 

The Office of the Chief Information Officer (OCIO) has developed a streamlined information 
technology (IT) organization, which will be better able to support changes in business needs and 
priorities of our strategic plan, strengthen IT practices, and achieve principles outlined in the 
President’s Management Agenda. 

A new organization will be created and responsible for the Enterprise IT Architecture Program. 
This will elevate and strengthen the program and ^sure consistency with 0MB guidelines. The 
new organization will focus on an enterprise IT architecture and integration with other key 
efforts such as IT security, e-Govemment, data management, customer information services, and 
IT operations. This will allow the USPTO to identify solutions to support business needs that are 
consistent with the agency’s enterprise architecture, and ensure that technical design, 
development, implementation, operation, and maintenance support that architecture. The new 
office will result in a cohesive, responsive technical organization that provides a secure 
infrastructure with higher performing information systrans and lower maintenance costs. Other 
divisions in the current CIO organization will be restructured and functions reorganized or 
realigned to ensure flexibility and adaptability to changing business needs and more 
responsiveness to both internal and external customers. 

All changes within the restmctured OCIO will be done within existing positions and staffing 
levels. No new/additional positions will be created. 


2 
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